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Rethink in prospect on 
immigration curbs 
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Baker to visit Lack of cash 
Saudi Arabia may halt US 
to boost drive savings and 
against Iraq loan rescue 

THE US govern mint's rescue 
of the savings and loan indus- 
try, may come to a halt soon 
because Congress adjourned 
without approving needed 
funds. Page 22 


James Baker, US Secretary 
of State, is to visit Saudi 
Arabia this week as part of 
a renewed US attempt to bol- 
ster the coalition against Iraq, 
The announcement follows 
concern within the Bosh 
administration about signs 
of drift in the iKninmatfr* drive 
against Baghdad and uncer- 
tainty produced by the shuttle 
diplomacy of Yevgeny Prima- 
kov, the Soviet special envoy, 
who unexpectedly met Saddam 
Hussein, the Iraqi president, 
in Baghdad again late last 
night after foTin? earner in the 
day. P&ge22 

NZ Conservatives win 

Jim Bolger, New Zealand’s 
Conservative prime minister- 
elect, promised a return to 
“common sense policies” after 
a landslide general election 
victory ended six years of eco- 
nomic and social reform by 
the outgoing Labour Party. 

Page 22 

Hungary fuel protest 

f fu rfon itf unfftTHflnt atm? 

taxi and truck drivers protest- 
ing against a drastic petrol 
price rise drew back from a 
rfafth which paralysed 
Hungary since Thursday alter 
the government indicated a 
willingness to compromise on 
the average 65 per cent rise 
in fuel prices. Page 22 

Troops to Moldavia 

Soviet Interior Ministry troops 
were sent to Moldavia (Mol- 
dova) to prevent bloodshed 
between ethnic Romanians 
and a Turkic minority seeking 
its own state. Page 2 

Soviets 1 Interpol roto 

Soviet membership of Interpol 
played a crucial rule in arrests 
at the centre of fl mnTti-nrmin n . 
D-Mark scandal surrounding 
the former east German com- 
munist party <PDS). Page 2 

Israel acce pt s report 

Israel’s cabinet endorsed a - 
report saying police were justi- 
fied in opening fire at Arabs 
on Jerusalem's Tkmpie Mount..', 
but ministers acknowledged 
it was unlikely to deflect inter- 
national criticism. Page 8 ... 

Ivory Coast , votes 

Voters in thelvnry Coast went 
to the polls amid widespread 
allegations of electoral mat 
practice in fhe first multiparty 
presidential elections since 
Independences I860. Page 8 

Bhutto loses again 

PoHtlcal Tnrrt nf Bflnarir - 

Bhutt o’s Pa kistan People’s 
Party (FFF) was almost com- 
pleteafter local elections in 
the country's four provinces. 
Page 8 

Mandela in Diet 

Nelson Mandela, deputy leader 
of the African National Con- 
gress, will tomorrow be the 
first blade man ever to address 
the Jananese Diet the high- 
light of aeix-day visit 
Pages 

Bush support drops 

US President George Bush is 
rapidly losing public support 
for his handling of the Gulf 
crisis, with 61 per cent approv- 
ing now agfdnat 77 per cent 

in early August; according to 
the flelhip or ganisat ion. 

Trabant’stlme Is up 

The smoke-belching, two- 
stroke Trabant car, stinking 
symbol of the industrial back- 
wardness of the extinct East 
Germany; will in longer be 
permitted topaOute a united 
Gennsmy. Environment Minis- 
ter Klaus Toepfer said the cars 
will have to pass emission tests 
from"January. 

Paley «flos 

William ftdey. one of the most 
important influences on US 
broadcasting and the man who 
built the CBS network into 
a powerful communications 
empire, died at his Manhat- 
tan home, aged 89. Page2 


CONTENTS 


PAN AM’s chairman. Mr Tom 
Plaskett, last night rejected 
an Am e rican Airlines offer to 
purchase its DS-London routes 
for {SOOm. Page 28 

EUROPEAN Monetary System: 
Sterling's third week as a full 
EMS member was the quietest 
so for. After entering on a 
wave of euphoria the pound 
foil steadily, but last weak sta- 
bilised around Its central rate 
of-DM2A5. It ffritaHori 0.62 per 
cent above its central rate 
against the weakest placed 
Italian lira compared with 048 
per cent at the end of the previ- 
ous week. The Spanish peseta 
remained at the top of the sys- 
tem and the French franc was 
noteably firm, touching a 
three-year peak against the 
D-Mark. 


EMS 


October 26 1990 



The chart shows the member 
currencies of the exchange rate 
mechanism measured against 
the weakest currency in the 
.ESfS’s narrow 2.25 per centfluc- 
■tUcUion band. In practice, cur- 
rencies in the EMS narrow 
band cannot rise mare than 
235 per cent from the weakest 
currency m that part of the sys- 
■ tern. Sterling and the Spanish 
peseta operate with 6 per cent 
fluctuation bands. Currencies, 
Page 38 

1BEUHAND. east German 
trust body in charge of privati- 
sation, says about 500 of the 
country’s state-owned compa- 
nies should be privatised by 
the and of this year. Page 2 

ENEMONT, troubled Italian 
joint venture, has 
drawn one step closer to a 
showdown with the resignation 
of seven of its 12 board mem- 
bers. Page 23 

IATA, I nternational Air Trans- 
port Association, is warning 
that the Middle East crisis is 
speeding up the two-year-old 
trend in declining airline prof- 
itability. Page 6 

NEC and Fujitsu, Japan’s lead- 
ing computer and telecommu- 
nications equipment makers, 
both had double-digit pre-tax 
profit increases. Page 23 

AMSTRAD, UK electronics 
group, wffl stop manufacturing 
to Britain if the EC proceeds 
with a directive aimed at pre- 
' venting software piracy, says 
the chairman, Mr Alan Sugar. 


FT-SE Eurotrack 100 

Ths FT-SE Eurotrack 100 stock 
market Index, developed by 
the Financial Time* and flw 

International Stock Exchange, 

today befito* full o p e ra tion. 
Eurotrack offers the tint 
real-time Index el European 
■bares, b aa ed on the prices 
of 100 lead ing stocks. The Index 
la up-dafiad minute by minute 
from prices quoted on Seaq 
international, the exchange’s 
international maikstpfsce. 


Kohl urges increased role for European parliament 


By David Marsh in Bonn 

CHANCELLOR Helmut Kohl of 
Germany is urging increased 
powers for the European par- 
liament as a condition for fur- 
ther transfer of governmental 
decision -making to the Euro- 
pean Community. 

Mr Kohl’s tooghly-worded 
call for a greater role for the 
Strasbourg parliament in time 
for the next European elec- 
tions in summ er 1994, is made 
in a specially-written article 
for the Financial Times Survey 
on Germany, published today. 

Mr Kohl articulates the 
growing reluctance of leading 
German politicians, especially 
at the regional level, to coun- 


tenance further dilution of 

national powers and preroga- 
tives unless the parliament is 
given more control over Com- 
munity decision-making. 

“Our democratic principles 
will allow the transfer to the 
Community of further rights 
of national parliaments and 
governments only If, as a 
counter-weight, distinct parlia- 
mentary controls are guaran- 
teed at a European leveL” 

Hr Kohl names “monetary 
stability, healthy public 
finances and an independent 
fixture European central bank- 
ing system" as conditions for 
European monetary union 


GERMANY SURVEY 

A special FT survey, 
published as a separate 
section in today's paper, 
examines the unification that 
has fascinated the world, is 
a triumph for Chancellor 
Kohl, and is destined to 
reshape tomorrow's Europe. 



(Emn). One of his advisers said 
that the Chancellor is setting 
down these principles partly to 
“test" the resolve of other 
Community partners to pro- 
ceed towards Emn. 


Mr Kohl has now advanced 
January 1 1994 as the starting 
date for the so far undefined 
“Stage Two" of the move 
towards a common European 
currency and central bank. 


This Is a compromise between 
the wish of Mr Hans-Dietrich 
Genscber, the foreign minis- 
ter, to start “Stage Two” on 
January 1 1993, and the desire 
of the Bundesbank to avoid 
any concrete dates. 

in spite of a growing belief 
abroad that the chancellor is 
softening Germany's commit- 
ment to EMU, the adviser said: 
“Those people who say this Is 
all Jus t rhetoric will be in for a 
surprise." 

In Us article, the chancellor 
says that the EC needs to be 
strengthened Internally to aid 
co-operation and association 
with non-Communlty mem- 


bers. both in eastern Europe 
and In Scandinavia. 

He claims, however, that 
rapid entry of more countries 
into the Community could be 
“fatal", saying that this would 
make the EC no more than "an 
elevated free trade zone." 

Stressing his overriding aim 
of wider political union in 
Europe, Mr Kohl writes: 
“Those who want the political 
unification of Europe must 
restrict accession to the Com- 
munity, for the foreseeable 
future, to those countries 
which are prepared and able to 
create the European Union 
without reservations." 


EC moves towards fuller 
union without UK support 


By David Buchan and John Wylos In Rome 

THE European Community 
yesterday made unexpected 
progress towards political and 
monetary union, leaving 
Britain trailing more conspicu- 
ously than ever in its wake. 

The UK's 11 Community 
partners for the first time com- 
mitted themselves to a Janu- 
ary 1 1994 starting date for the 
.second phase of economic and 
monetary union (Emu), that 
would include the creation of a 
European central bank, to be 
followed within three years by 
a decision on the launch of a 
single European currency. 

But in a strong criticism of 
the summit Mrs Margaret 
Thatcher, the British prime 
minister, accused EC leaders of 
living in “cloud cuckoo land" 
over fixing 1994 for the start of 
the second stage of Emu, with- 
out first having decided its 
substance. "That is putting the 
cart before the horse,” she said 
in a BBC radio interview. She 
also suggested that the way 
business at the summit had 
been conducted was “not com- 
petent” and "a mess’*. 

Confronting the interna- 
tional agenda at their first 
summit since the onset of the 
Gulf crisis, EC leaders sought 
to present a front both, on -the 
need for Iraqi withdrawal from 
Kuwait and against attempts 
by President Saddam Hussein 
to use tba hostages to divide 
the international community. 

It was, however, the surprise 
achievement of the Italian 
presidency of the EC on the 
monetary union front which 
created the air of tangible sat- 
isfaction in all delegations 
except the British. Mr Jacques 
Deters, the European Commis- 
sion president, said that sum- 
mit had created "a negotiating 
brieT for December’s intengov- 



Mrs Thatcher in Rome: summit was a “mess" 


emmental conference (IGC) on 
monetary union. Senior Italian 
monetary officials went further 
in suggesting that the bulk of 
the IGC’s most important tasks 
had been accomplished. 

Mrs Thatcher refused to 
underwrite this approach, 
seeking on both the monetary 
and political union issues to 
leave all matters of substance 


Retreat from corporate lending 
raises fears of credit squeeze 


By Stephen Fldier, Euromarkets Correspondent 


THE SHARPEST retreat by 
international banks from cor- 
porate lending since the mid- 
1970s lias heightened concerns 
in the banking community 
about the risks of a worldwide 
credit squeeze. 

Bankers say a “sea change" 
in international bank senti- 
ment, which has intensified 
following Iraq's invasion of 
Kuwait, has brought an abrupt 
end to a decade of plentiful, 
cheap credit for companies in 
the UK and elsewhere. Compa- 
nies raising new loans from 
international banks have been 
forced to pay more, and an 
unusually high number of 
attempts to syndicate loans 
among banks has foiled. 

Banks have also become ner- 
vous about existing loans. This 
has contributed to the rapid 
collapse of highly-indebted 
companies such as Polly Peck 
International, ordered into the 
hands of administrators last 
week. Although the shift in 
sentiment has been brought to 
a head by the Gulf crisis, its 
roots are diverse: 


• The pressure placed an 
banks by internationally 

. standards for bank capi- 
taking effect in 1992. The 
standards force banks to hold 
more capital against their 
loans to companies than 
against other lending consid- 
ered less risky. The low ratings 
of banks and the weakness of 
stock markets makes it impos- 
sible for banks to add to equity 
capital and they are therefore 
forced to restrict their lending. 

• Jananese hanks, responsible 
for ban of all new Inte rnational 
bank lending in the second 
half of the 1980s, have greatly 
reduced new lending. Their 
capital has been put under 
pressure by the collapse in the 
Tokyo stock market following 
the Iraqi invasion, because 
they are allowed to count a 
portion of their gains on their 
extensive equity holdings as 
capital. 

• The main US hanks have 
been forced to pull back from 
international lending. Saddled 
with bad third world inane and 
more recent Ill-advised real 


estate and leveraged buy-out 
lending closer to home, ner- 
vousness continues about their 
financial health and they are 
shut out of the equity markets. 

• Other international banks 
have reduced their cross-bor- 
der lending. Arab banks have 
been seeking to preserve 
liquidity following the invasion 
of Kuwait, while German 
banks have had their attention 
diverted homewards by unifi- 
cation. Other banks have been 
bruised by their experience of 
international corporate lend- 
ing. 

• Recession in the US and UK 
which reduces the ability of 
companies to service their 
debts. 

• A loosening of relationships 
between banks and companies 
during the 1980s as companies 
became more willing to choose 
their bankers on the basis of 
price, and a proliferation of 
international hanks willing to 
make loans to foreign compa- 
nies. Many of these banks are 
now looking to pull out from a 
marginal business. 


FT SURVEYS THIS WEEK 


THE MONDAY INTERVIEW 

When he looks back 
over the past 10 years, 
Lech Walesa (left) 

Tikes to say that he 
rarely put a foot 
wrong, a confidence 
bom during his time of 
struggle. Now he faces 
a quite different test In 
the battle for Poland’s 
presidency 
Page 38 
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SEYCHELLES; 

After 15 years of 
ambivalence, the 
Seychelles government is 
seeking overseas help to 
realise the country's 
potential. See pages 73-76. 


■ TODAY: 

Germany: Unification has 
transformed both Germany and 
Europe. But there has been more 
worry than rejoicing — see 
separate section. 

Seychelles: see panel left. 

■ TUESDAY! 

Urban Development Can the 
British government's strategy tor 
inner dty regeneration still work 
wHh property values falling? 
Video Industry. Unnoticed and 
unheralded, the video industry 
has developed to be one ol 
Britain's main leisure industries. 

■ WEDNESDAY: 

Architecture: Orders in the UK 
are falling, staff are being laid off, 
and prospects are bleak. Hope 
comas from the Pacific Basin and 
eastern Europe. 


for the two IGC’s opening in 
Rome in December. It was pre- 
mature, she said, to decide the 
timing of phase two of Emu 
before its contents had been 
formally negotiated in the 
December IGC. 

The British reserve in the 
final summit communique 
made dear its wish to negoti- 
ate on the basis that its plan 


for a hard Ecu could evolve 
into a widely-used common 
currency, even if never, as Mrs 
Thatcher stressed, into a single 
money as long as she remained 
prime minis ter. “I would never 
put a plan for a single currency 
before the House of Com- 
mons,” she declared. 

Despite the vigour of Mrs 
Thatcher’s public language, 
none of her partners appear to 
believe that she will break 
with the majority over mone- 
tary union. Mr Giulio And- 
reotti, the Italian prime minis- 
ter and summit chairman, 
claimed that the British 
reserve “contains an apprecia- 
tion of the platform of EMU" 
and that there was good reason 
for hoping that “solutions will 
be found” in the IGC. 

Tempers were strained from 
the very beginning by Mrs 
Thatcher's characteristic 
attempt to force discussion and 
decision on the issue she 
judged the most urgent - the 
Community’s continuing fail- 
ure to match its major trading 
partners in tabling a form sup- 
port reduction proposal in the 
Gatt negotiations. Mr And- 
reottl vetoed her request and, 
due to continued Franco-Ger- 
man opposition, was yesterday 
unable to confirm a fresh 
attempt to break the EC’s 
deadlock over Gatt would be 
made early this week. 

Mrs Thatcher said “the Com- 
munity is failing on urgent 
matters" while agreeing on 
vaguer issues “in the middle 
distance." 

Britain's detachment from 
its partners became even more 
marked in the summit's con- 
clusions on political union, 
which were peppered with for- 
mal reserves by the UK. 
Editorial comment. Page 20 


Summit ends in 
disarray over 
world trade talks 

By David Buchan and John Wyles in Rome 
and Tim Dickson In Brussels 


EUROPEAN Community 
leaders ended their summit in 
Rome yesterday in disarray 
over world trade negotiations. 

They committed themselves, 
in their final communique, to 
“making a full contribution to 
a positive outcome” to the Uru- 
guay Round of the General 
Agreement on Tariffs and 
Trade, which is scheduled to 
end in December. 

But they left Rome still 
divided on what reductions in 
EC form support to offer, and 
on when to make the offer. 

A plan by the Italian presi- 
dency to convene tomorrow in 
one more attempt by EC trade 
and form ministers to agree on 
an offer to reduce agricultural 
protection was opposed by 
Chancellor Helmut Kohl of 
Germany, backed by President 
Francois Mitterrand of France. 

The German leader told EC 
leaders he needed more time to 
sell snch concessions to his 
domestic electorate. 

Mr Giulio Andreotti, the Ital- 
ian Prime Minister, then held 
out the prospect that the next 
attempt to resolve the Issue 
may be delayed until next 
week. “If to bring about a solu- 
tion,. three or four more days 
are necessary, we shall spare 
no effort*. 

Earlier, Mrs Margaret 
Thatcher, the British Prime 
Minister, and Mr Ruud Lub- 
bers, Prime Minister of the 
Netherlands, had tried to force 
the issue. They said failure to 
deal with the most pressing 
Issue on the agenda would sig- 
nal that the EC put its internal 
agenda of political and mone- 
tary union above its interna- 
tional responsibilities. 


The summit ended late after 
Mr Lubbers and Mrs Thatcher 
sought an instruction to the 
joint Council of EC Farm and 
Trade Ministers that they 
should take up on Tuesday the 
form support issue where they 
had left it in the early hours of 
Saturday in Luxembourg. 

Of the six EC meetings held 
so far this month to try to 
break the deadlock, that meet- 
ing on Fridas' night came the 
closest to reaching a deal. 

By early Saturday most 
member states - including 
even Germany - seemed ready 
to agree a text which would 
have softened the impact of the 
Commission’s basic proposal 
for a 30 per cent cut in subsidy. 

France and Spain, however, 
indicated they still had funda- 
mental reservations, at which 
point the German form minis- 
ter, Mr Ignaz Kiechle, said he 
could not allow the French to 
he isolated. Faced with the tra- 
ditional Paris-Bonn axis, the 
Italian president decided it was 
pointless to push the matter to 
a vote. 

The key sticking point for 
France was the Commission’s 
refusal to provide additional 
guarantees that reforms 
accepted under the Uruguay 
Round would not ultimately 
lead to cheaper imports pene- 
trating the EC market. 

With the US and Cairns 
Group of agricultural export- 
ing countries lead by Australia 
and New Zealand certain to 
reject even the original Brus- 
sels proposal as inadequate 
when it is finally tabled in 
Geneva, there was a deepening 
sense of futility about the 
negotiations on Friday. 


TO SEE BEYOND 
THE TURBULENCE 
OF YOUR BUY-OUT 



3i OFFER YOU 
THEIR VISION 


B W odav's economic turbulence creates opportunity. Now is the 
time to seize it. If you are looking towards a management buy-out, 
3i share your enthusiasm. 

The buy-out process can sometimes be rough, but by having 
completed around 1,000 of them, 3i can offer you the know-how you 
need to sail successfully through yours and beyond. 

3i has the- capital and depth of experience to help keep you on 
course well after your buy-out. 

To find out more or discuss with 3i the buy-out you foresee, call 
071-923 7803. 
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3i offer you their 28-page brochure, “3i Management Buy-outs: Your guide to success in gain-;} 
mg ownership of the business you now manage." It takes you step-by-step through - and beyond - your | 

buy-out, and comes without charge or obligation. Simply complete below and S 

post to 3i pic. Management Buy-oui, 91 Waterloo Road, London SE1 SXP. - 
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INTERNATIONAL NEWS 


Lufthansa 
hits at BA 
as Berlin 

flights start 

By Andrew Fisher In Berlin 

SfiSj? 2 WnWAth chief 
SS e tafthausa. the 
E?J nan national airline, yes- 
iS2f y British a“ 

ove^J? 01 being serious 
professed interest in 

. ^fpeakiiig before Lufthansa’s 
®ft Mhedulesd flight to Berlin 
gr 45 years, he questioned 
concerning 

«L? e _ expressed confidence 
oatLnftfaansa would succeed 
5L“* attempts to take over 
Jterftagand a large portion 
: 3^00 employees. 

If anyone can do it, we 
. he said. 

Lufthansa withdrew its 
*PPhcaHon to the Federal Car- 
S 1 . Office to boy 26 per cent of 
hiterflng this month and is 
r , bow looking to the Bonn gov- 
■jnunent (the main share- 
holder of both alrlinix after 
"baification) to agree to a joint 
autumn. 

Ruhnau said BA's inter- 
™ In Interflug was “not seri- 
P as - > ' He added; “Playing 

- around with people in this sit* 
Jgthm in Germany was not, E 
hunk, a fair and proper atti- 
tude.” 

.-•Mr Jfirgen Weber, Luft- 
bUnsa’s deputy chief executive, 
.said he thought BA’s interest 
S'as In staying in the German 
market. 

... • "They are looking for means 
. Jd do this,” he said. “Intern ug 
'k one.” 

'. Interflag has an ageing fleet 
'of Soviet aircraft and three 
1 uodem Airbuses. Some 600 of 
te technical staff have already 

- been taken on by Lufthansa at 
■'the east Berlin airport of 
Schbnefeld. 

Hie 8 a.m. Lufthansa flight 
from Cologne to Tegel airport 
In west Berlin was given a 
.low-key champagne send-off, 
with a trumpet and barrel- 

- organ dno playing such un- 

- German tunes as “Yes. we 
have no bananas” and “Roll 
out the barrel.” 

• After arriving on time in 
Berlin, it was met by the brass 
bands of west Berlin’s customs 
officers. 

Mr Ruhnau said Lufthansa 
was returning to the city 
where it had been founded in 
1926. 


Treuhand chief 
sees progress in 

privatisation 


By David Goodharf in Bonn 

ABOUT 500 of east Germany’s 
8.000 state-owned companies 
should be privatised by the end 
of this year and a further 1,500 
by the end of next year, accord- 
ing to Mr Detlev Robwedder, 
chief executive of the Treu- 
hand, the trust body in charge 
of privatisation. 

Greatest foreign interest is 
coming from France, said Mr 
Rohwedder. But he also 
pointed to growing Japanese 
interest and indicated that 50 
applications had come from 
large US companies or banks. 

Mr Knut Fischer, vice-presi- 
dent of the US-German Trade 
Association, struck a more cau- 
tious note last week, saying 
that US investors remained 
reluctant to invest in east Ger- 
many because of lack of clarity 
over property ownership and 
confusion in the new adminis- 
trative structures. 

Mr Rohwedder wants to 
speed up privatisation bat 
Insists the Treuhand oversee 
restructuring of the majority of 
companies which can be saved 
but which have no immediate 
buyer. The Treuhand envisages 
borrowing of up to DMIOObn 
(£330m> over the next 18 
months to pay for this restruct- 
uring. 

Some members of his own 
executive and the Economics 
Ministry in Bonn have argued 
that the Treuhand should con- 


centrate almost exclusively on 
privatisation and that private 
companies should look after 
the restructuring. 

The Bonn Government is 
trying to make east German 
takeovers more attractive by 
agreeing to pay old debts and 
cover the cost of repairing 
environmental damage. Volks- 
wagen, Daimler-Benz and 
BASF have all made takeovers 
in east Germany dependent on 
such cover. 

© Chancellor Helmut Kohl 
came under increased pressure 
at the weekend to raise taxes 
after the December 2 general 
elections to meet the costs of 
German unification, writes 
David Marsh. 

Mr Kurt Biedeokopf, the new 
Christian Democrat prime min- 
ister of the state of Saxony, bas 
called for a special levy on 
higher wage earners to finance 
building up the east German 
economy. 

Mr Biedenkopf. a long-stand- 
ing rival of Mr Kohl within the 
governing party, suggested 
that this higher taxation could 
be introduced for those earning 
more than DM4,000 a month. 

Both Mr BiedenkopT and Mr 
Lothar Spath, premier of Bad- 
en-Wflrttemberg, said higher 
petrol taxes were also needed 
to provide money for the badly 
run down east German road 
network. 


Kentucky loses stomach for politics 

Lionel Barber finds the budget deal is giving voters a queasy feeling 


O NE EVENING last week Mrs Lois 
Mathis picked up her pencil and 
wrote to President Bush. “Dear Mr 
Bush,” the six-page letter began, “I am so 
disappointed with you and Congress that I 
want to puke." 

This is not the kind of language one 
expects from a Southern Baptist, nor a 
registered Republican of 18 years standing. 
But Mrs Mathis had just seen a TV pro- 
gramme about 33 congressmen going on a 
Caribbean jaunt with tax lobbyists; and 
that got her thinking about the budget. 

A spunky brunette who is married with 
two childeu, Mrs Mathis earns $18,000 a 
year as an assembly line worker at Tecura- 
seh Products, an air-conditioning manufac- 
turer based in Ferguson, an old railroad 
town in southern Kentucky. 

The people here are hard-working, patri- 
otic and solid Republican. The streets are 
spotless; the white-fenced gardens are 
neatly trimmed; and yellow ribbons dangle 
from the trees in memory of the men and 
women in Saudi Arabia. 

Last Friday, as the House and Senate 
edged towards a vote on the final $500bn, 
five-year deficit redaction package, the 
mood was more fearful than resentful. 
How would the deal affect living standards 
in a community already threatened by 
recession? 

Some 700 people - half the workforce - 
have been laid oft at the Ferguson plant 
since the start of the year; in the coal 
mining towns to the east, several hundred 
more workers have lost their jobs in the 
past fortnight 

“We've been in a recession tor the 
past six months," says Mr Steve Vinson, 
Tecumseh's general manager. 

Mrs Mathis’s husband is a welder who 
earns around $13,000 a year. Together they 
worry about the new 5 cents a gallon pet- 
rol tax. “We’ve got a *79 T-blrd and a *73 
pick-up," she says, “this gas tax is ridic- 
ulous. I can’t even get 40 hours work here 



US MID-TERM 
ELECTIONS 

to pay ray bills. None of the Republicans is 
for working people." 

Mr James Harper, 58, who spent 20 years 
in the US army before retiring in 1963, 
agrees: “ It’s a lousy deal. They’re taxing 
the working man, and the rich are getting 
off scot-free." 

Mr Vinson, 40, who earns around $60,000 
a year, supports the “fairness" argument 
put forward by the Democratic Party. The 
issue Is not whether to raise taxes to 
cut the deficit, but who should pay 
those new taxes. “If you’re making a 
million," he says, “how much complaining 
can you do?* 

But as Mr Vinson points out, with a 
shrug of his burly shoulders, the middle 
class will always bear the brunt because 
they are the majority of the working popu- 
lation in the US: “You’re not going to raise 
the money by just taxing millionaires." 

Thus. Mr Vinson is still leaning toward 
voting for Senator Mitch McConnell, the 
Republican running for re-election; else- 
where, party ties going back decades seem 
unlikely to turn into defections to the 
Democrats. More likely, some simply will 
not vote. 

Further south, near Cumberland Gap, 
where Daniel Boone laid his trail from the 
Appalachians more than 300 years ago, a 


similar mood of resignation prevails- This 
Is one of tbe poorest counties in the US; 
the unemployment rate is usually near 20 
per cent; and the population is almost 
exclusively white. 

Mr Dwayne King is coowner of a short- 
line railroad which once trucked coal and 
now carries tourists through some of the 
most picturesque scenery in the South. He 
offers a different perspective on the budget 
mess. 

Three weeks ago, when the federal gov- 
ernment shut down temporarily because of 
Congress's inability to pass a budget, Mr 
King was one of the hardest hit. His pri- 
vate railroad runs through land uow 
owned by the National Park Service. “It 
cost us a weekend’s earnings and the pub- 
lic blamed us," says Mr King. 

There is a further irony. More than 15 
years ago. Congress, recognising the 
decline of the coal Industry, approved a 
$l0Qm project to preserve the area as park- 
land and “living history." 

Because of the budget squeeze, barely 30 
per cent of the work is complete; private 
capital remains shy because the tourist 
numbers are not quite high enough. 

Mr King ought to be angry; instead, be 
remains stoic - aware, perhaps, of his 
dependence on Congress for future fund- 
ing- Speaking of Mr Hal Rogers, the local 
Republican Congressman who sits on the 
House appropriations committee, Mr King 
says; “You can’t put into words how much 
he matters." 

Like other Kentuckians, Mr King will 
grouse about the quality of some in Con- 
gress; and about the constant electioneer- 
ing and the money involved. (The last gov- 
ernor’s race cost $15m, an absurd amount 
for a state with only 3.7m people). 

But nobody - not even Mrs Mathis - is 
talking about marching on Washington. 
Mr King speaks for many when he says: 
“Don’t be negative about something unless 
you have got something better." 


Soviet role in 
German arrests 

SOVIET membership of 
Interpol played a crucial rule 
in arrests at the centre of a 
multi-million D-Mark scandal 
surrounding the former east 
German communist party 
(PDS), it has emerged, writes 
David Marsh. German police 
on Friday detained Mr Wolf- 
gang PoM, PDS treasurer, and 
his assistant. Mr Wolfgang 
Langnitschke. Mr Gregor Gysi, 


tbe PDS chairman, offered to 
resign over the scandal, but 
was persuaded to stay on. 

Mr Erich Patzold, the Berlin 
senator in charge of the inves- 
tigation, said Soviet officials 
had given great co-operation to 
Berlin police officers des- 
patched last week to Moscow. 
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William Paley: giant of US broadcasting 


Paley; trend-spotter 


MR WILLIAM PALEY, one of 
the most important influences 
on the shape of US broadcast- 
ing and the man who built the 
CBS network into a powerful 
communications empire, died 
on Friday night aged 89. 

Spotting tbe potential of the 
then infant broadcasting indus- 
try, he transformed the Colum- 
bia Broadcasting System from 
a collection of loss-making 
radio stations in tbe late 1920s 
into the dominant force in US 
radio and television broadcast- 
ing in the 1940s, 50s and 60s. 

He had a remarkable eye for 
both talent and trends in popu- 
lar culture and was closely 
involved in progr amming deci- 


sions. Early on he signed up a 
wealth of relatively unknown 
performers, such as Bing 
Crosby, and through the 
“Paley Raids” in the 1940s 
delivered! crushing blows to 
rival NBC, paying large sums 
to lure away top performers 
like the comedians Jack Benny 
and Red Skelton. 

For years CBS dominated 
the television ratings, with hit 
shows such as “1 Love Lucy," 
“Gunsmoke" and the Ed Sulli- 
van variety show. 

It also set the standard for 
US broadcast journalism, 
thanks to the hiring of Ed Mur- 
row, whose wartime reports 
became the established voice of 


broadcast news. Mr Murrow, a 
close friend of Mr Paley until 
the two fell out in the late 
1950s. headed the CBS news 
operation. 

Re was bom in Chicago of 
Ukrainian Jewish parents who 
had become multi-millionaires 
through cigar manufacturing. 
But he quit tbe the family busi- 
ness for the excitement of the 
new medium. During the CBS 
heyday he and his second 
wife. Babe, occupied the pinna- 
cle of fashionable New York 
society. 

A man whose rule could be 
tyr annical . Mr Paley fell out 
with a succession of top man- 
agers and these clashes, which 


became more frequent in the 
1970s, contributed to the net- 
work’s relative decline. So too 
did Mr Paley’s withdrawal 
from day-today Involvement in 
the business and wider indus- 
try trends. 

In the mid-1980s Mr Lawr- 
ence Tisch, head of Loews, the 
botels-to-insurance group, 
became CBS's major share- 
holder and chief executive. Mr 
Paley was chairman, but his 
health was deteriorating and it 
was Mr Tisch who set a new 
and less ambitious course, sell- 
ing both the CBS records and 
publishing divisions. 

Martin Dickson 


Soviet troops 
sent to 
Moldavia 

By Leyla Boulton 

in Moscow 

SOVIET Interior Ministrv 
troops were sent to Moldavia 
f Moldova) yesterday to prevent 
bloodshed between ethnic 
Romanians and a Turkic 
minority that wants its own 
state. 

in Bucharest. Romanian 
demonstrators proclaimed soli- 
darity with ethnic Romanians 
in the Soviet Union, which 
annexed Moldavian territory in 
1939. 

Up to 50.000 “peace- keeping 
volunteers’’ from the Moldovan 
Popular Front, some carrying 
clubs and knives, have sur- 
rounded southern districts 
inhabited by Christian Turks, 
known as Gagauz. who want to 
be independent from Moldavia 
but not from Moscow. 

The parliament of Moldavia, 
which wants independence 
from Moscow, declared a state 
of emergency on Friday m dis- 
tricts inhabited by the 150 .WO 
Gagauz when they tried to hold 
their own elections. 

Georgia, another indepen- 
dence-minded republic, went to 
tbe polls yesterday for its first 
multi-party parliament in TO 
years of Soviet rule. 

An opposition politician who 
urged voters to boycott the poll 
was shot in the shoulder on 
Friday after gunmen strafed 
the apartment of another pro- 
independence politician. 
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Northern Telecom helps bring the world to Hollywood. 
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These days, anyone can get to Hollywood. 
One of the quickest ways is via Los Angeles Inter- 
national Airport. (LAX)- 

Of course, in such a busy place the need for 
effective telecommunications goes without saying. 

The local phone company that services LAX 
chose Northern Telecom’s sophisticated telecom- 
munications switching system. 

With this they handle everything from airline 
scheduling to seat assignment. As well as servicing 
more than 60 businesses inside the terminal. 

In fact, the system is ideally suited to a wide 
rang? of business and residential needs, having 
been designed to serve large metropolitan areas. 

Away from Hollywood you’ll also find us 


playing a major role on the small screen. In France 
Canal +, the leading French Pay TV network, uses 
a Northern Telecom automatic call distribution 
system to welcome new subscribers. 

This advanced telecommunications system 
handles over 150,000 calls a month, providing 
services to nearly 3 million existing subscribers 
and communications between Canal ■+■ and its 
nationwide network of retail distributors. It also 
supports telemarketing promotions and provides 
a reservation system for live performances. 

Just two of the ways in which our advanced 
telecommunications products are helping people 
in more rhan 100 countries worldwide. 

Can we help you? 


NORTH EXK TELECOM IS ACTIVE IS J« COUNTRIES THROUGHOUT EUROPE. FOR MORE INFORMATION CONTACT NORTHERN TELECOM EUROPE: 44 (Ol 753 B1SD40. 


And helps bring Hollywood to the world. 
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Local assembly 
polls round off 
Bhutto defeat 

By Roger Matthews in Islamabad 


THE POLITICAL root of Ms 
Bflnastr Bhu tto's P akistan Peo- 
ple’s Parly (FPP) was ahnrst 
complete yesterday, following 
polling for local assemblies in 
the country's four provinces. 

In a repeat of last Wednes- 
day's general election result, 
the Islamic Democratic Alli- 
ance (IDA) scored an over- 
whelming victory in Punjab, 
winning wen over 200 of the 
240 seals at stake, white the 
PPP appeared to have lost con- 
trol of Sind, Ms Bhutto’s home 
province, robbing hex of a 
power base from which eventu- 
ally to launch a comeback. 

In contrast to the general 
election, voting for the provin- 
cial assemblies was maned by 
violence, with 23 people 
reported dead in clashes 
between rival supporters and 
another 67 injured, some seri- 
ously. 

Ms Bhutto’s aiflgq nlaimetl 
last night they now had a bet- 
ter understanding of how the 
general election results had 
been “rigged" and pledged that 
the struggle to expose alleged 
irregularities would be relent- 
less. If they are allowed to got 
away with it this tmw, there 
win never « g»tn be a fair elec- 
tion in Pakistan," one 


Ms Bhutto, dismissed as 
prime minister by President 
Ghrilam Ishaq Khan in eariy 
August, has called a meeting of 
PPP members of parliament, 
unsuccessful and 

political ante* fry November 8, 
to decide how best to challenge 
the e VyHnn results. 

Many political analysts 
remain astonished by the size 
of the IDA victory and particu- 
larly by the sharp in 

voter turn-out in individual 
constituencies. This appeared 
to run counter both to anec- 
dotal evidence and to the popu- 
lar enthusiasm generated 
among voters by Ms Bhutto 
during her ftnwi w»nk« inter- 
national observers said they 
had not seen evidence cf wide- 
spread or organised voting 
irregularities. 

Leaders of the IDA, backed 
by ♦’ha military »nH other key 
dements of the establishment, 
were jubilant yesterday at 
their continuin g electoral suc- 
cess. They said the country 
was more united now than at 
any time since independence 
and there was no I png w any 
doubt about who had the moral 
and legal right to govern 
Pakistan. 


Ivory Coast votes amid 
malpractice allegations 

By Julian Qzanrw in Abidjan 

VOTERS in the Ivory Coast 
went to the polls yesterday, 
amid widespread allegations of 
electoral malpractice in the 

first multi-party presidential 
pigfHrmc rniiw inde p endence in 
1960. 

At several polling stations in 
the capital, Abidjan, angry 
opposition supporters, alleging 
blatant government cheating, 
smashed ballot boxes, ripped 
up voting slips, and cfashprf 
with polic& 

The elections, taking place 
in an atmosphere of political 
tendon, mark the single most 
Importan t test of the possibil- 
ity of' political transformation 
for the rest of Africa, where 
democratic movements are 
beginning to stir. 

After three ' ' decades of 
one-man, one-party rule. Presi- 
dent FeHx Houphouet Boigny, 

Africa’s longest-ruling presi- 
dent, is being opposed by Mr 

Laurent Gbagbo, a historian 
and a ImiIw of the Ivorian Pop- 
ular Front (FED. 

At Yopougon, a suburb of 


NEWS IN BRIEF 


Israel accepts findings of 
Old City killings inquiry 

THE Isracdi. Government yesterday formally accepted the Endings 
of an official inquiry into the lrfTHng by police of at least 19 
p nteathrlanB in Old (Sty this month, writes 

Hagh.Canwgy. in Jerusalem; Palestinians said the c ondh iskms 
Ignored evidence that excessive live fire was used. Meanwhile, 
access to Israel from the occupied territories was re-opened. 

Iraqi tanker boarded 

An Iraqi tanker In the Arabian sea was boarded by US marines 
yesterday after it ignored warning shots and passes by US fighter 
jets, Re uter reports from Dhahran. The US navy said the t a nk e r 
was allowed to proceed after no prohibited cargo was found on 
board. The ship was heading for Iraq. 

Nakasone to meet Saddam 

Former Japanese premier Yasuhiro Nakasone will meet Iraqi 
President SaAfam Hussein in Bagdhad this week, in a bld to win 
the release of some of the 342 Japanese nationals detained there, 
writes Ian Rodgerta Tokyo. The Japanese government said he 
would not be grifag as a government envoy. Ova: 300 French 
hre ta g wa hnid in Kuwait and Iraq are due to return to Paris late 
this afternoon, -after a. week of uncertainty over their release, 
George Graham adds from Paris. 

German troops cla sh 

The German Government is running into growing opposition to 
its pi«r« for a constitutional change to allow deployment of 
German troops outside the North Atlantic Treaty Organisation 
area, writes David Marsh in Bonn. Mr HansnJFochen Vogel, chair- 
man of the opposition Social Democrats, said he would back such 
a chang e,, wmcli needs a two-thirds majority, only if it is linked to 
a ban on German arms exports. 

Nicaragua jobs pact 

Nicaragua’s government tam reached a six-month no-strike pact 
with the powerful National Workers' Front, writes Tim Cocme in 
San Salvador. In return, state-sector redundancy plans have been 
suspended, and a rapid phaseout pledged of the old cordoba, 
which stfil circulates alongside the new gold cordoba, pegged to 
the US dollar. 

Oslo government near collapse 

Norway's government last night seemed almost certain to col- 
lapse as the tiny Centre party signalled its intention to withdraw 
from coalition with the Conservatives and Christian Peoples’ 
Party over links with the EC, writes Karen Fossli In Oslo. 
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700,000 people and a stronghold 
of the FIT, voting had been 
stopped in at least 12 polling 
stations by midday because 
computer electoral lists pre- 
pared by the Government were 

hlanlf 

Opposition officials alleged 
that members of the ruling 
PDd party had toured polling 
stations, telling their support- 
ers to carry away Mr Gbagbo’s 
pink voting papers. Last wi ght , 
reports also indicated disrup- 
tions at polling stefcinng in the 
countryside. 

w hile some of the problems 
reflected the difficulty of 
organising a multi-party ejec- 
tion in Africa, many voters 
interpreted any technical hitch 
as evidence of rigging by the 
ruling party. 

Throughout the 10-day elec- 
toral campaign. Mr Gbagbo has 
claimed that the ruling party 
would deny him a fair show- 
ing. In the last uncontested 
presidential election in 1985, 
Mr Houphouet-Boigny won 100 
per emit id the vote. 
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Temple-site tinder box for Indian conflagration 

A symbol of peace could convulse a tradition of religions living side by side, David Housego writes 


Ground plan of proposed 
Hindu temple at 
Ayodhya 
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Aleged bMi place of 
Lord Ram. 

Statues of Lord Ram 
and proposed sacred 
centre at new temple 
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AYODHYA in Indian Ipgpwf is 
the s ymbol of peace and pros- 
perity, a northern inHian capi- 
tal also the birthplace of Lord 
Ram, the Hindu god. Today, 
Ayodhya is identified with mil- 
itant Hindu nationalism and 
the prospect cf a confrontation 
between Hindus and Moslems 
that threatens to convulse 
India’s secular tradition of the 
two communities living side by 
fade 

Ayodhya is reached by driv- 
ing north from Lucknow 
through mango orchards 
fields which, at thfa time of 
year, are white with opium 
poppl es, cultivated under gov- 
ernment licence. Ayodhya is a 
small town that lives off Hindu 
pilgrims visiting the 4300 tem- 
ples built in homage to Ram. 

At the weekend, all roads to 
the town were blocked by 
armed security forces to pre- 
vent sarThti y (saints) and Hindu 
militants arriving for ceremo- 
nies marking tomorrow's start 
of the construction of a new 
temple. The date and time of 
the ceremonies has been cho- 
sen to coincide with a pilgrim- 
age to Ayodhya. Hindu divines 
have pronounced the date aus- 
picious. 

The temple, as the accompa- 
nying ground plan released 
last week by -militant Hindu 
organisations shows, would be 
built on a site claimed by Mos- 
lems and would incorporate an 
existing mosque. Ayodhya has 


become the tinder box of 
Ifindu-Moslem relations, in a 
country where Moslems are a 
140m minority. With steel bar* 
tiers and heavily armed troops, 
the rite has been transformed 
into a fortress. Many thou- 
sands of Hindu militants have 
been attested in the attempt to 
reach Ayodhya for tomorrow’s 
ceremonies. They include Mr 
LK. Advani, leader of the radi- 
cal Hindu BJP party, whose 
detention precipitated the 
party withdrawing its support 
in psrrii«ip<»nt from Prime Min- 
ister V.P. Sing h. 

Many more senior party 
leaders are expected to court 
arrest by tomorrow, thus seek- 
ing political martyrdom and 
preparing for a nationwide 
electoral campaign on the 
themes of Hindu revivalism. 
Ten years ago, the fundamen- 
talists had only a small follow- 
ing. In last year's general elec- 
tion. the BJP increased its 
strength in parliament from 2 
to 88. They hope that by focus- 
ing this year's expected elec- 
tion on the Ayodhya issue, 
they will increase their share 
of the vote - even if they lose 
seats because of the quirks of 
the electoral system - and 
thus stake their claim to one 
day faking ov er government. 

Climbing the narrow streets 
of Ayodhya to what Moslems 
call the Babri Masjid (the 
mosque of Babar), it is immedi- 
ately apparent how emotive 


and tense an issue this is. The 
three-domed mosque lies at the 
top of the hill . You pass 
through heavy security terri- 
ers to reach the mihrab, the 
holiest point of the mosque. 
Hindu militants believe it was 
on this very spot Lord Ram 
was born, and here they want 
to place the “garba-griha" (the 
sacred centre) of the new tem- 
ple. Since 1949, statues of Ram 
have been placed beside the 
mihrab, making this unique in 
India as a Moslem place of wor- 
ship where only Hindu prayers 
are heard. Hindus claim the 


mosque was put up by Moslem 
invaders in the 16th century 
after destroying an existing 
temple. Controversy has inten- 
sified over the last 100 years. 
The mosque was locked in 1950 
to prevent communal conflict 
Prime Minis ter Rajiv Gandhi 
allowed the locks to be 
removed in 1986 and a founda- 
tion stone for the new temple 
to be laid last year. Mr Gandhi 
hoped to exploit Hindu senti- 
ment in last year's general 
election, but found that his 
defeat in north India was due 
to Moslems leaving him in 


OVER 60,000 Hindu militan ts 
have been arrested in Uttar 
Pradesh, North India, as ten- 
sion mounted over the week- 
end ahead of tomorrow's cere- 
monies to mark the start of 
construction of the planned 
Hindu temple at Ayodhya, 
David Housego reports. 

Ayodhya, and the nearby 
town of Paizabad, have been 
placed under indefinite curfew 
to prevent militants gathering 
there in advance of the cere- 
monies. 

All roads to Ayodhya have 
been dosed and many trains 
ff-riys Ninth India cancelled. 
Parts of the eastern state of 
Bihar and Rqjarihan are also 
reported tense, with the army 
called in to reinforce paramili- 
tary forces. 


droves. The reasons for the 
recent surge of Indian funda- 
mentalism are complex. But at 
the core Is a readiness to blame 
India's current ills of India on 
those seen as undermining tra- 
ditional Hindu values and soci- 
ety - Moslems, Sikhs, Chris- 
tian evangelists, western 
liberals and western-educated 
Indians. 

“This huge and noble society 
has undergone great degrada- 
tion.” says a recent pamphlet 
issued by the Vishwa Hindu 
Barishad (VHP), the main fun- 
damentalist organisation 


behind the building of the tem- 
ple. “Hinduism today is in mor- 
tal danger as never before.” 
The fundamentalist revival 
drew its initial strength from 
Hindu anger at Moslem conver- 
sions of Hindu poor In Tamil 
Nadu in 1981. The anger was 
fanned by the growth of Sikh 
separatism in the Punjab, by 
the Sikh terrorist assassination 
of former Prime Minister Mrs 
Indira Gandhi, and by Moslem 
separatism in Kashmir. 

Since then, Hindu fundamen- 
talists have widened their tese 
in the cities amongst a popula- 
tion which has lost its bearings 
under the pressures of rapid 
change and sees in traditional 
Hinduism a source of comfort 
Of late, the BJP has picked up 
support by projecting itself as 

the guardian of moral values 
against the corruption of the 
state and the political class. It 
has benefited from the anger of 
upper-caste Hindus, 20 per cent 
of the population in the north, 
against Mr V.P^ingh's pro- 
gramme of job reservation for 
the poor, seen as dividing the 
country on caste lines. 

In contrast to this image of a 
society tom apart, construc- 
tion of the temple has become 
the symbol of n Hinduism vic- 
torious over its enemies and of 
a Hindu community reunited 
and harmonious. As with most 
fundamentalist causes, it is a 
symbolism both appealing and 
terrifying in its consequences. 



Getting the right communications solution 

is just a matter of teamwork. 


As in the past, cooperation and communication 
are necessary to succeed. In today’s business, flexible 
solutions are even more essential. 

One information and communications company is 
committed to working with you to design, implement, 
and maintain solutions to fit your individual needs. 
That company is Bell Atlantic, an experienced 
communications leader. 

For example, when Marks & Spencer, in their 
relentless pursuit of quality, wanted to improve the 
installation, control and monitoring of their Local 
Area Networks, we provided a comprehensive service 
package that reduced administrative costs, improved 
service levels and resulted in increased end user 
availability. 

When Black & Decker needed a single source 

OBell Atlantic. 1990 


EDP maintenance vendor in Germany, they came to 
Bell Atlantic’s Sorbus. We consolidated their hardware 
servicing procedures saving them time and money. 

We’re Bell Atlantic, serving Europe from over 60 
local offices. With Sorbus, a computer and data 
equipment maintenance company. Eurotech, designers 
and distributors of value-added data communications 
systems. Bell Adantic International, software and 
systems integration consultants. Bell Atlantic Financial 
Services, a high-tech leasing company. 

For more information, contact us by telefax in 
France at 01-4809 9539, in Germany at 0211-5261 102, 
in Italy at 02-825 4368, in the United Kingdom at 
081-898 5250, and in Belgium at 02-774 1500. 

@ Bell Atlantic 
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„l%to faer lashes out in radio interview at failure to reach agreement on farm subsidies 

Bitter words for Britain after Rome summit 


■ ^ David Buchan and John 

Jl™ presidency of the Euro- 
J«a& Community added a 
to ^ closing com- 
Ifr Jacques Delors, 
of the European 

Andreo*. the Italian prune 

hJ^rihS"S! 8CCUSed 

o^Bnhshcoiurterpart of not 

^™tanding the working of 
Community instituttonsTwhile 
me latter implied that she was 
*®Bgto provide the political 
msuratMm needed to guide the 

to be made for 

Europe’s future. 

"The European Council 
^^tied on Saturday evening in 
ofahght exasperation 
after Mrs Thatcher insistently 
ooteftoded a discussion on the 
tenure of the Twelve to agree a 
common position on cutting 
term subsidies. 

Explaining his refusal to 
altow a debate, Mr Andreotti 
said yesterday that the heads 
oi government were not suffi- 
ciently briefed. 

Mr Delors, however, was 
altogether more astringent “I 
would remind the sharp 


Wyle« in Rome 

MRS MARGARET THATCHER yesterday 
launched a withering attack on the conduct 
of the summit and castigated the French and 
Ger mans for refusing to reach agreement 
“for national reasons” on farm subsidies, 
writes PA in London. 

In a BBC radio interview, she accused EC 
leaders of living in “cloud cuckoo land” over 
fixing a date, January 1 1994, for the start of 
the second stage of Emu without first having 
decided its substance. “That Is putting the 
cart before the horse,” she said. 

Mrs Thatcher said angrily that the way 
business at the summit had been conducted 
was “not competent” and “a mess”. 

She prime minister also her 

bitter dislike of an imposed single European 
currency and warned that it would never get 
through parliament. “If anyone is suggesting 
that 1 would go to parliament and suggest 
the abolition of the pound sterling - no!” 

Mrs Thatcher criticised the way business 
was handled in Rome, saying: “We are in the 
sQly position where we conld not reach a 
decision on the urgent thing s, and the pres- 
idency curtailed discussion on the urgent 
things but took refuge on non-urgent and 
distant thing *, r ]nflkod Hi gr and and vague 
words because we have not got round to the 
nitty-gritty of negotiation." 


She went on: “We shall block things which 
are not in Britain's interests. Of course we 
shall- 

On farm subsidies, she said: “The Euro- 
pean Community is the only big trading 
group that has not tabled Its negotiating 
position. We have been at It since September, 
1986. There are only two months left.” 

Britain had been trying to accelerate the 
talks, but after 16 hours in Luxembourg, 
they were “blocked by the national Interests 
on the part of those who in other fora would 
be saying, “You must not have a national 
position, you must have a federal position’.” 

She went on: “It was blocked by the posi- 
tion of France for national reasons and also 
by Germany for national reasons, although 
the community h«« all the power to reach a 
decision by a majority vote. 

“If the Uruguay Round (on form subsidies 
at the General Agreement on Tariffs and 
Trade talks) foils because of the community 
not doing its stuff, it will not be because of 
Britain. It will be because of the others.” 

She insisted that farm trade matters 
should have been resolved yesterday. “But 
the Italian presidency decided not to deal 
with the difficult things, which are urgent, 
but to deal with the things that are far away 
because they are not so keenly contested." 


tongues,” he said, “that we are 
not the Americans who negoti- 
ate and then consult their con- 


The community had to con- 


sult its congress (the council of 
ministers) first, and the pro- 
cess was not an easy one. 
“Those who wished the Euro- 
pean Council to try to negoti- 


ate on the matter axe those 
who don’t understand commu- 
nity institutions,” he added, 
leaving little doubt about his 
target 


The Italians, for their part, 
have been stung by British 
press suggestions that their 
presidency has been ill-organ- 
ised and particularly wounded 
by the comment made by an 
authoritative weekly, that it 
resembled a bus driven by the 
Marx brothers. 

Mr Andreotti cleariy felt that 
the s ummi t's achievements 
were a sufficient answer to 
criticisms, also from the Brit- 
ish press, that the summit was 
unnecessary. 

Such pessimistic comments, 
he said, specifically reflected 
an unwillingness to go along 
with the general movement of 
the community. Meetings were 
not being held for the pleasure 
of meeting but in an effort to 
develcrp the community. 

The other ll “ canno t afford 
to Lose patience with a country, 
as important as Britain,” said 
Mr Andreotti. They were pur- 
suing the right road and “we 
hope at some stage this will be 
recognised.” 

“In the decisions which are 
mounting up It is Important 
that there will be political 
inspiration guiding the choices 
to be made. We hope that in 
future this will happen to 
Britain.” 








Mr Helmut Kohl, the German chancellor, and his foreign 
minister, Mr Ram; Dietrich Genscher (right), hold talks before 
the start of the last session of the EC summit In Rome 


Italians perform a Euro-miracle by putting political clocks forward 

Ru B I a ■ . ■ . n 


By David Buchan and John Wyles in Rome 

ITALY yesterday performed a forced Prime 
miracle of political chronology garet Thatche 
by advancing the Comunity statement of i 
clock two months: October that had 
became December. December. 

What had been expected at The British ] 
mid-December's inter-govern- told everyone, 
mental conference (1GC) - a the gilded roan 
decision by Britain’s 11 EC Madama, that 
partners to set their tfaiPtnhig ing" was for 
for moving to the next stage of 1GC, the outi 
economic and monetary union would have to 
(Emu) - occurred at the week- 12 government] 
end summit in Rome. This all 12 pariiame 


forced Prime Minister Mar- 
garet Thatcher Into the lone 
statement of dissent on Emu 
that she had been saving for 
December. 

The British leader may have 
told everyone, In and outside 
the gilded rooms of the Palazzo 
Madama, that the “zeal argu- 
ing" was for the December 
1GC, the outcome of which 
would have to be agreed by all 
12 governments and ratified by 
all 12 parliaments. But the fact 


is that her 11 partners have 
now put their names to a 1994 
starting date for the next phase 
of Emu and spelt out condi- 
tions, from which they will 
find it nearly Impossible to 
depart daring the IGC. 

Italy 's tactics in forcing the 
timetable brought criticism 
from Mr Uffe IflUwmnT vJ wispn , 
the Danish foreign minister, 
who said “ditches (between the 
UK and the rest) have been 
dug which it will prove diffi- 


cult to fill again.” Bat Mrs 
Thatcher, too, had a shovel in 
hand, when she told a post 
s ummi t press conference: "I 
win never pat a plan for a sin- 
gle currency before the House 
of Commons”. 

Britain’s partners have now 
agreed that: 

• Emu’s stage two, with at Its 
outset the setting up of the 
EuroFed. the planned federal 
central bank, should begin. on 
January l. 1994. provided cer- 


tain conditions are met. 

• These conditions are: finish- 
ing the EC single market pro- 
gramme, the largest possible 
number of (but not necessarily 
all) EC currencies in the 
exchange rate mi«ha»i<mn l ana 
parliamentary ratification of 
an Emu treaty. 

This, in turn, would contain 
secondary legislation ensuring 
freedom from national political 
influence for Individual 
national central bank gover- 



The first thing you'll notice about the new Brother HL-4 
laser printer is its size. It's very small. But what's more 
remarkable is how much the HL-4 packs into such 
a compact design. For instance, it has data compression 
technology which means you can print a full 
A4 page of graphics using only the internal 512k memory 
(expandable to 4.5Mb). It boasts an extremely user friendly 
instrument panel which gives you 
fast access (via the LCD display) 
to all the impressive printer HmrlMM 
features. These include five 
popular printer emulations so 
it's computer -fiiendly too. As 
well as five resident fonts, you'll find it 

has the option of two scalable fonts. 
And like its physical dimensions, the 
HL-4 has a very small price. So for a 

— — -ineat little laser printer 

that's big on features, 

try the Brother HL-4 for size. 


nors sitting on the EuroFed 
board and preventing individ- 
ual gov e rnments from printing 
money to cover their deficits. 

It aa seems likely, this list of 
conditions becomes holy writ 
for the Eleven, It will preempt, 
in future dismission of when to 
start stage two, any further 
attempts by the German 
ffnaiiM ministry Bundes- 
bank to add further conditions 
about narrowing of inflaton 
rate differences, or Dutch sug- 
gestions that the EuroFed only 
gradually evolve in Stage Two 
out of a beefed-up committee of 
EC central bank governors, or 
the desire of poorer countries, 
like Portugal, to have a rider 
added that predicate stage two 
on more structural economic 
aid from their richer EC part- 
ners. 

• “At the latest three yean 
after the start of stage two” 
—1997 - there would be a 
review of progress on mone- 
tary union, and in particular 
on macroeconomic conver- 
gence, “to gnflhla the decision 
to move to stage three to be 
taken within a reasonable time 
period". 

This was the first time an 
EC summit communique had 
talked of the timing of stage 
three, defined as the Commu- 
nity acquiring “a single cur- 
rency - a strong ana stable 
Ecu". 

Its precise formulation 
assuaged residual German- 
Dutch anxiety about the Com- 
munity building a monetary 
house on the sands of eco- 
nomic divergence, and ner- 
vousness on the part of conn- 


tries like Italy and France 
about entering an open-ended 
stage two. 

French ministers talked of 
stage two lasting 4-6 years and 
only Mr Jacques Delors, the 
Commission president, opined 
that the EC could give itself a 
single money before the year 
2000. 

Mrs Thatcher was more con- 
rihatory in the dissenting note 
she wrote into the summit 
communique than after the 
summit when she was pressed 
by r e p o rters to state her bot- 
tom-line position on an even- 
tual Kmn- 

Tfae UK said “it agrees that 
the overriding objetive of mon- 
etary policy should be price 
stability, that the Community’s 
development should be baaed 
on an open market system, 
that excessive budget deficits 
should he avoided, and that 
there should be no monetary 
financing of deficits, nor 
assumptio n of responsibili t y on 
the part of the Community nor 
its member states for one mem- 
ber state’s debts.” 

This allowed Prime Minister 
Giulio Andreotti to say the UK 
“clearly appreciated" its part- 
ners' platform. 

The UK said that “while 
ready to move beyond stage 
one through creation of a new 
monetary institution and a 
common Community currency 
(the hard Ecu), it believes that 
decisions on the substance of 
that move should precede deci- 
sions on its timing 1 ’. A hard 
Ecn-lssmng bank conld be cre- 
ated the day after a new treaty 
was ratified. It implied. 


Pointing path to second phase of 
economic and monetary union 
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The following is the text 
pertaining to economic and 
monetary union from yester- 
day^ IGpage final statement : 
THE European Council In Mad- 
rid fixed the date for the start 
of the first phase of economic 
and monetary union; in Stras- 
bourg and Dublin it set the 
timetable for the intergovern- 
mental conference and the rati- 
fication of its results. It now 
notes with satisfaction the 
important developments that 
have occurred in the wake of 
these decisions. 

The council takes note of the 
results of the preparatory wort 
that constitutes the basis for 
the intergovernmental confer- 
ence. 

For the final phase of eco- 
nomic and monetary union, 
eleven member states consider 
that the work on the amend- 
ment of the treaty will be 
directed to the following 
points: 

• for economic union, an open 
market system that combines 
prices stability with growth, 
employment and environmen- 
tal protection, and is dedicated 

to SOUnd and mriainahlfl finan- 
cial and budgetary conditions, 
and to economic and social 
cohesion. To this end, the abil- 
ity to act of the community 
institutions will be strength- 
ened; 

• for monetary union, the cre- 
ation of a new monetary insti- 
tution comprising member 
states’ central banks and a cen- 
tral organ, exercising full 
responsibility for monetary 
policy. The monetary institu- 
tion's prime task will be to 
m aintai n price stability; with- 
out prejudice to this objective, 
it will support the general eco- 
nomic policy of the commu- 
nity. This institution as such, 
as well as the members of its 
council, will be independent of 
instructions. It will report to 
the institutions which are 
politically responsible. 

With the achievement of the 
final phase of economic and 
monetary union, exchange 
rates will be Irrevocably fixed 
The co mmuni ty will have a 


single currency - a strong and 
stable Ecu - which will be an 
expression- of its identity and 
unity. During the transitional 
phase, the Ecu will be further 
strengthened and developed. 

The second phase will start 
on 1 January 1994 after 

• the single market pro- 
gramme has been achieved; 

• the treaty has been ratified; 
and by its provisions: 

• a process has been set in 
train designed to ensure the 
independence of the members 

With the achievement 
of the final phase of 
economic and 
monetary union, 
exchange rates will be 
irrevocably fixed. The 
community will have 
a single currency — 
a strong and stable 
Ecu - which will be 
an expression of its 
identity and unity. 

of the new monetary institu- 
tion at the latest when mone- 
tary powers have been trans- 
ferred; 

• the monetary financing of 
budget deficits has been pro- 
hibited and any responsibility 
on the part of the community 
of its member states for one 
member state’s debt precluded; 

• the greatest possible num- 
ber of member states have 
adhered to the exchange rate 

mechanism. 

The European Council 
recalls that, In order to move 
on to the second phase, further 
satisfactory and lasting prog- 
ress towards real and mone- 
tary convergence will have to 
be achieved, especially as 
regards price stability and the 
restoration of sound public 
finances. 

At the start of the second 
phase, the new community 
institution win. be established. 
This will make it possible in 
particular: 


• to strengthen the coordina- 
tion of monetary policies; 

• to develop the instruments 
and procedures needed for the 
fixture conduct of a single mon- 
etary policy; 

• to oversee the development 
of the Ecu. 

At the latest within three 
years from the start of the sec- 
ond phase, the Commission 
and the council of the mone- 
tary institution wSL report to 
the Ecofin Council and to the 
General Affairs Council on the 
functioning of the second 
phase and in particular on the 
progress made in real conver- 
gence, in order to prepare the 
decision concerning the pas- 
sage to the third phase, which 
will occur within a reasonable 
time. The General Affairs 
Council will submit the dossier 
to the European Council. 

The treaty may lay down 
transitional provisions for the 
successive stages of economic 
and monetary onion according 
to the circumstances of the dif- 
ferent countries. 

The United Kingdom is 
unable to accept the approach 
set out above. But it agrees 
that the overri ding objective of 
monetary policy should be 
price stability, that the com- 
munity’s development should 
be b ased on an open market 
system, that excessive budget 
deficits should be avoided, and 
that there should be no mone- 
tary fi n a n cin g of deficits nor 
the assmnptlon of responsibil- 
ity on the part of the commu- 
nity or its member states for 
one member state's debts. 

The United Kingdom, while 
ready to move beyond stage 
one through the creation of a 
new monetary institution and 
a common community cur- 
rency, believes that decisions 
on the substance of that move 
stouM precede derisions on its 
timing. But it would be ready 
to see the approach it advo- 
cates come into effect as soon 
as possible after ratification of 
the necessary treaty provision. 
m 110 ™ mte rgovernmental can- 
xerences will open on 14 
December 1990. 
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Firm stand r 

taken on j 

hostages 
in Iraq 3 

By David Buctian and John ks 

Wyles in Rome on 

COMMUNITY leaders sought Js 

vesterdav to counter any It 

that Iraq could use * 

the release of hosta ges t o rt, 

weaken International detenu- to 

nation to force its withdrawal jg 

from Kuwait fi. 

During discussions overdue » 

ner on Saturday evening Presi- «■ 

dent Francois Mitterrand was of 

at pains to make dear there (r 

h ?id been no secret negotta- a- 

tfons to secure the release of 
the French hostages. ^ 

Agreed on the need for a p. 

fresh common initiative, the b 

heads of government decided j 

to encourage the UN secretary ? 

general to send a represente- j 

tive to Iraq to seek the release i 

of all western detainees. 1 

This was announced in one i 

of two tough declarations on 
Middle East issues which , 

answered a US appeal, made by 
President George Bush in a 
telephone call to Mr Giulio 
Andreotti, the Italian prime 
minister and summit chair- 
man, to dispel any thoughts of 
a cracking in the united anti- 
Iraq front. 

The EC condemned the hold- 
ing of hostages, held the Iraqi 
government responsible for 
their safety and denounced 
“the unscrupulous use which 
Iraq is making of them with 
the sole and vain purpose of 
trying to divide the interna- 
tional community.” 

In addition, the heads of gov- 
ernment pledged not to send 
any representatives to negoti- 
ate the release of hostages 
“and to discourage others from 
doing so." 

Iraqi conduct, said Mr And- 
reatti was profoundly damag- 
ing to its own interests 
“because hostility is building 
up in our different countries.” 
Nevertheless, it was still 
agreed that military action 
should only be “a final 
recourse” to be used after all 
other means - the embargo and 
political pressures - had been 
explored, added Mr Andreotti. 

In their general statement on 
the Middle East the Twelve 
dealt both with the occupation 
of Kuwait and the broader 
Arab-lsrael conflict. They reit- 
erated previous demands for a 
full Iraqi withdrawal, the resto- 
ration of the legitimate govern- 
ment of Kuwait, and the free- 
dom of all foreign citizens to 
leave Iraq and Kuwait. ' ; 

The need to find a “just and l 

lasting” settlement of the J 

Arab-lsrael conflict was foi- j 

lowed by an expression of sup- 1 

port for the calling, “at the 1 

appropriate time,” of an inter- S 

national peace conference. ; 

Israel was urged to co-oper- § 

ate with the UN's efforts to 
protect the rights of Palestin- 
ians. While referring to the 
recent “tragic" shootings of 
Arabs in Jerusalem, the 
Twelve deplored all violence 
ine)nrtiTig attacks on Israeli cit- 
izens. 
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IT TAKES FAITH IN SOUTH AFRICA’S 

FUTURE TO PLANT A TREE. 


So what does it take to plant 65 million? 

Some 2,000 new jobs, R150 million and the 
ability, to take the long view. 

And that needs the vision, money and sound 
judgement that only big business can bring to big 
projects. 

Mondi, one of our associate companies, is very 
big business indeed. 

Founded only 23 years ago by Anglo American 
and associates, it is today one of South Africa's major 
pulp and paper producers, its biggest privare sector 
forester and a key competitor on world markets with 
an annual turnover of more than R2 billion. 

Eight years ago Mondi built a pulp mill. At 
today’s prices that mill would cost R3 
billion — more than an opencast coal or | 


diamond mine. That took foresight and 
confidence in the future. 


So, too, does Mondi’s giant new afforestation 
scheme in the north-eastern Cape where the first 
timber will be harvested in the next century. 

Once full production is reached these forests 
will yield more than one million tons of timber a 
year, earning the South Africa of the future vital 
foreign exchange. 

And, by planting trees rather than cutting down 
natural forests, Mondi is helping the world to breathe. 

Its concern for the environment does not end 
there. A world leader in soil mapping, it takes care to 
match the species to the site to prevent soil erosion. 
Only 56,000 of the 80,000 hectares will be afforested, 
leaving most of the remainder as a conservation area 




ANGLO AMERICAN CORPORATION OF SOUTH AFRICA 


where it will promote birdlife and antelope herds 
and stock trout streams. 

Investing now for the benefit of the future South 
Africa, competing internationally in a global industry, 
earning foreign exchange, creating employment, 
taking the long view. It's what big business does, 
without being a drain on public money. 

Political freedom will mean little if it is not 
underpinned by economic growth — growth that is 
essential if the South Africa of the future is to realise 
the hopes and expectations of all its people: for jobs, 
education and housing. 

South Africa will continue to need com- 
panies like Anglo American Corporation with the 
■■■■■ vision and the resources to invest in. 

I the future. 

ICA I Thinking big. Thinking ahead. It’s what 

we do. And what we do best. 


Ip'yOU’D LIKE TO KNOW MORE ABOUT WHAT WE'RE DOING. PLEASE WRITE FOR OUR FACT BOOK TO: ANGLO AMERICAN CORPORATION. DEPARTMENT NO. FT08. PO BOX 43. LONDON EClP IAJ. 
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RAND MINES PROPERTIES 
LIMITED 


IOIII 

RAND MINES 


(IncozpixHUd B the Ropuhl* or South Africa) 
RectaBadoo au r^her 68/01239/06 


Profit and dividend announcement for the year ended 30 September 1990 


The audited consolidated results of Rand Mines Properties Limited 
are set out below: 

INCOME STATEMENT 


Turnover 
Operating prolix 

- Property 

- Gold recovery 

Interest - net 

-Received 

-Paid 

Profit before taxation 
Taxation 

Profit after taxation 
Attributable to: 

- Outside shareholder 

- Members of RMF 
Shares In issue (OOO's) 

Earnings per share (cents) 

Dividends per share (cents) 

-Interim 

- Final 

Dividend cover 

Extraordinary items attributable 
to members not Included in profit 
after taxation: 

- Goodwill an acquisition of shares in 
subsidiary (H000) 


L Review of results 

The results for the year have been affected by the substantial 
decline in profit contribution from the gold recovery operations. 
Profits from township land sales and the disposal of undeveloped 
land, combined with the significant rise in Interest received enabled 


("RMP") and its subsidiaries for the year ended 30 September 1990 


the company to earn R20.9 nuflion for the year compared to 325 5 
millm n for 1989 

The profit achieved was marginally higher man me estimate given in 
the Chairman's statement last year, and exceeded the forecast of 
R17.0 million made in the interim report. 


Gold recovery 

Crown Mines and 

Pilgrim's Rest 

Operating results 

City Deep plants 
1990 1989 

1990 

plane 

1989 

Sand and slime treated (OCX) tons) 7 870 

7 812 

249 

249 

Gold pioduced (kg) 

2606 

2 654 

348 

383 

Yield (grams per ton) 

0.45 

046 

1.40 

1.54 

Revenue (rand per 





ton treated) 

14.94 

15.16 

45.84 

49.17 

Cost (rand per ton treated) 

13-30 

10.88 

3636 

35.50 

Working profit (rand per 





ton treated) 

1.64 

4.20 

8-88 

13.67 

Gold price received (rand per kg) 

33 516 

33 322 

32761 

31 981 


rooo 

ROOO 

ROOO 

ROOO 

Revenue 

117 576 

118426 

11401 

12 249 

Coats 

104 709 

85 004 

9 191 

8 843 

Working profit 

12 867 

33 422 

2 210 

3 406 

Amortisation 

9040 

9 991 

1 5S8 

1 558 

Operating profit 

3 827 

23 431 

612 

1 848 


L 2 Cash » nl * h»n1f hftlMii^ i 

The group's surplus cash at 30 September 1990 was R58.2 millmn 
(1989: HS0.4 million). 

2. Final dividend 

A final dividend of 100 cents (1989: 100 cents) per share has been 
declared. 

3 . P nf tin j of annual statements 

The company's annual financial statements will be mailed to 
members during the second half of November 1990. 

4. Annual general meeting 

The annual general meeting of the company will be held on 
Thursday. 10 January 1991 at 11:00. 


Johannesburg 
26 October 1990 


For and on behalf at the board 
D. T. WATT 

J. R. FORBES Directors 
J. P. S. TURNER 


Declaration of Dividend No. 29 


The directors of the company declared dividend No. 29 as a final dividend in respect of the year ended 30 September 1990 as follows: 


Amount (South African currency) 100 cents per share 


Last day to register for dividend (and lor changes of address or dividend Instructions) 9 November 1990 


Register dosed from 10 November 1990 

to (inclusive) 16 November 1990 


Ex-dividend an the Johannesburg and London stock exchanges 12 November 1990 


Currency conversion data for sterling payments to shareholders paid from London 12 November 1990 


Dividend warrants posted 2 January 1 991 


Rate of non-resident shareholders' tax 1 S per cent 


The fun conditions relating to the dividend may be Inspected at or obtained bom the Johannesburg offices of the company and its transfer 
secretaries. , . 


Johannesburg 
26 October 1990 


By order of the board 
Rand Mines (Mining & Services) Limited 
Secretaries 
Per J. W. GOATCKER 


5 Press Avenue, Crown Mines, 2092 
-South Africa 

(P.O. Box 27, Crown Mines. 2025 - 
South Africa) 


Hand Registrars Limited 
Comer Northern Par kw ay and 
Hg n rft *i Road. Ormonde. 
Johannesburg, 2091 - South Africa 
(P.O. Bax 82649. Southdale. 2135 - 
South Africa) 


Ontod socntuiBB 

Viaduct Co rp orate Services Limited 
40 Hotbaru Viaduct, 

London EC1P 1AJ 


United K i ngdom registrars and 

Barclays Registrars Limited 
6 Oreeocoei Place. 

London SW1P 1PL 


TURKISH FINANCE AND 
INDUSTRY 

The Financial Tunes proposes to publish this survey 
on: 

21 November 1990 

For a full editorial synopsis and advertisement details, 
please contact: 

In Turkey Gro Costante, Birind Leveut Term Sok. 14 
Iskander Apt 1 80600 Istanbul. 

Tel: 1 1792649 Telex: 27265 CIRO TR or In London 
Chris Scfaaanning on 071 873 3428 
or Connie Davis on 071 873 3514 


or write to him or her at 
Number One, 
Southwark Bridge 
London SE1 9HL 


FINANCIAL TIMES 

IUIOH I IllONtM NIWIMfll 


ACCOUNTANCY 

The Financial Times proposes to publish this 
survey on: 

30 NOVEMBER 1990 

For a full editorial synopsis and advertisement 
details, please contact 

Michael Rowlands 
on 071-873 3349 e4 

or write to him at: 

Number One 
Southwark Bridge 
London 
SE19HL 
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INTERNATIONAL NEWS 


IATA ANNUAL REPORT 


Mideast crisis ‘hitting airline costs 


By Paul Betts, Aerospace Correspondent 


THE Middle East crisis is 
putting severe pressure on 
international airline costs, 
speeding up the two-year-old 
trend in declining airline prof- 
itability, the International Air 
Transport Association (IATA) 
warns in its 1990 annual 
report, published today. 

The financial situation of air* 
lines was already deteriorating 
during the first half of this 
year before Iraq’s invasion of 
KuwaiL But the Gulf crisis has 
worsened the outlook, says Mr 
Gunter Eser, IATA director* 
general 

Although it remains impossi- 
ble to forecast the outcome 
for the full year, IATA expects 


mguer ruei prinra ana me 

sharp rises in aircraft hull 
insurance in the Middle East 
to have a severe impact on 


airline profitability. 

The US airline industry, in 
throes of a wave of consolida- 
tions, is forecasting losses of 
$L5bn-$2bn (£760m-£1.02bn) for 
US airlines alone this year. 
Many European carriers have 
also warned of growing losses. 

The latest IATA figures 
show a 76 per cent fall in the 
collective net profits of the 
organisation’s 200 member air- 
lines last year compared with 
2989. Net profits declined to 
S600m from S2£bn, while oper- 
ating profits fell to $4.3bn last 
year from $6.2bn the year 
before. 

Total revenues rose to 
S144.5bn last year from 


suo.iQU me previuua jear, uul 

operating expenses increased 
more sharply from 4118.9bn to 
$140-2bn. 


Cumulative net profits for 
international scheduled 
operations also fell steeply 
from $i.6bn to S30Qm. account- 
ing fora meagre 0.4 percent of 
international scheduled reve- 
nues of S70.7bn last year. 

Scheduled international traf- 
fic showed a 7 per cent growth 
last year with more than 200m 
passengers flying. By contrast, 
domestic traffic was sluggish. 

IATA is forecasting 8 per 
cent growth in international 
scheduled services this year, 
settling down to 6.9 per cent 
next year, 6-6 per cent the fol- 
lowing year and 6J* per cent In 
1993-94. But these forecasts 
were made before the im pact of 


Uic mitiiiic nook 

industry became dear. 

Cargo traffic Is expected to 
grow by about 7.5 per cent this 


year and then average about ? 
per cent a year through to; 
10 M 

The Far East remains the 
fastest growing region ft* ti». 
airline industry, with nearly W) 
per cent annual growth ior 
north-east Asia and per 
cent growth for south-east Asm 
during the next four years. 

IATA expects North America 
and Europe to continue to 
show steady annual growth 
averaging 6.8 per cent and *2 
per cent respective]?- 

By the end of «® decade, 
quantifiable annual losses to 
European economies arising, 
from the failure to alleviate 
capacity constraints could 
nvLuui fthn TATA sava. . 


adding that unquantiflable eco- 
nomic and social costs could be 
even higher. 


Latin American growth ‘due to resume 1 


By Robert Graham 

LATIN AMERICA can look 
forward to “improved pros- 
pects” and resumption of 
growth in the 1990s, providing 
the pace of policy reform is 
maintained and resources are 
harnessed more efficiently. 

This cautious assessment of 
improving growth prospects 
for the region comes in the 
Inter-American Development 
Bank’s report on Eco- 

nomic and Social Progress in 
Latin America, out yesterday. 

It is the first time since the 
onset of the 1982-83 debt crisis 
that the IADB. the multilateral 
institution monitoring the 
region’s economy most closely, 
has adopted an upbeat tone. 

During the past “lost” 
decade, annual average growth 
chrawfc to l.l per cent, against 
5.9 per cent during the 1970s. 
The terms of trade deterio- 
rated, so that by 1989 they 
were 21 per cent off their 1980 
level. 

Per capita income dropped in 
19 of the 25 Latin American 
and Caribbean countries, while 
a combination of inflation and 
unemployment increased to 
164m (38 per cent) the number 
of people living in extreme pov- 
erty. 

The IADB attributes the 
improved prospects to a “quiet 
revolution” in the thinking of 
policy makers and in their 
approach to solving the 
region’s increasingly complex 
problems. 

The report believes a new 
broad-based consensus has 
emerged, emphasising the need 


THE International Finance 
Carp (IFO, a World Bank sub- 
sidiary, has agreed to lend 
g32m (£16-2nj) to a new Vene- 
zuelan petrochemical project 
called Pralca, Joe Mann 
reports from Caracas. 

The project involves build- 
ing a 5180m plant for produc- 
ing ethylene oxide (72,000 
tonnes-a-year capacity) and 
ethylene glycol (16,000 tonnes 
a year) - chemicals used to 
make anti-coagulants, p la s ti c s , 
detergents and anti-corrosive 
agents. This is the first plant 
of its type in Venezuela. 

Pralca’s partners are the 
Venezuelan government petro- 
chemical producer, Pequlven; 

for “a more outward orienta- 
tion of the region’s economies, 
with greater importance on 
being competitive in world 
markets and on reliance on 
market forces to determine 
prices”. 

The report was prepared 
before the Gulf crisis and 
makes no reference to the 
Impact of higher oil prices. It 
assumes moderate growth in 
the world economy, and on 
this hfl«>is says there should be 
“ample opportunities for 
export-led growth in the coun- 
tries that maintain competi- 
tiveness and that direct physi- 
cal and human capital toward 
activities with a comparative 
advantage”. 

The IADB discounts Latin 
America losing out as a result 
of intomaHnnal attention being 


Olin Carp of the US; and Coil* 
uxon, a diversified Venezuelan 
industrial group. Ihe ETC is 
taking a 10 per cent equity 
share in the project with an 
investment of 86m. 

Other loaxts are also being 
made in the Form of buyers’ 
credits guaranteed by the gov- 
ernment of Italy. These loans 
are to be provided by Credit 
Lyonnais (811m) and the 
Andean Development Coro 
(542m), a regional financial 
institution. 

About 55 per cent of Pralca’s 
output will be exported. The 
plant, to be built in the west- 
ern state of Zulia, shahid go 
on stream in 1982. 

shifted to eastern Europe and 
the Soviet Union. On the con- 
trary, it sees potential benefit 
“from the Incorporation of 
these formerly centrally- 
planned economies into a more 
open system of world trade." 

It also believes that relax- 
ation of East-West tension will 
permit the US to focus more on 
the region, so expanding on its 
Caribbean Basin Initiative, 
seriously establishing a free- 
trade area with Mexico and 
moving towards a hemisphere- 
wide “single inter-American 
free trade zone". 

To succeed, Latin America's 
export effort must involve 
modernisation of the private 
sector and rationalisation of 
Hip public sector. But dlwmlny 
the role of the state will leave .: 
the public sector with impor- 


tant responsibilities regarding 
infrastructure or transport ana 

f > AmT w nnl' >nHrtW * i 

The report stresses the need 
for investment in basic educa- 
tion and manpower training, 
neglected during the debt cri- 
sis. This is the key to “a more 
productive labour force and to 
any durable recovery”. 

To sustain a recovery, the 
report says Latin American 
nations will have to do more to 
raise the level of domestic 
savings. The latter must be 
used as the principal means of 
funding Investment and can 
only be complemented by 
increased foreign direct Invest- 
ment, return of flight capital* 
debt reduction and stepped up 
bilateral and multilateral lend- 


Hong Kong fails to win Peking 
backing for new airport plans 



By John Elliott in Hong Kong 

HONG KONG has foiled during 
two weeks of talks with senior 
officials from China to win 
Peking’s support for plans to 
build a HK$38bn (£2£bn) inter- 
national airport on reclaimed 
land. 

The leader of a Peking dele- 
gation to Hong Kong said yes- 
terday that China bad Impor- 
tant reservations about the 
proposed siting, size and fund- 
ing of the airport 

Mr Luo Jaihuan, who is 
research director of China's 
Hong Kong and Macao Affairs 
Office, said he hoped Hong 
Kong would reexamine these 
issues. 

This outspokenness is a blow 
far Hong Kong. Senior govern- 
ment officials knew when the 
delegation arrived earlier this 


month that it had no authority 
to approve the projects. But 
they had hoped to win enough 
support to prevent any state- 
ments being issued beyond 
bland comments by both 
at the end of last week. 

The airport, part of infra- 
structure projects costed at 
HK5l27bn when they were 
announced a year ago, is 
urgently needed to replace 
Hong Kong’s existing heavily 
congested Kai Tak airport. 
China accepts this but is using 
the issue to demonstrate its 
rfaim to a say in the affairs of 
the colony, which returns to its 
sovereignty in 1997. 

Until China gives Its 
approval, private sector institu- 
tions, which are expected to 
provide 40 per cent or more of 


the capital cost from interna- 
tional sources, are unlikely to 
confirm their interest 

This forced the government 
earlier this month to abandon 
plans for tntnmatinnnl compa- 
nies to finance , construct and 
operate HK$6bn-HK512bn 
bridges and tunnels to the air- 
port Instead it will carry out , 
the project itself, with money ; 
from its own reserves. 

Critics say that the projects 
are too grandiose, that the 
bridges and tunnels are badly 
sited, and that the g overnment 
is being insensitive in its deal- 
ings with China. 

In particular, they say it is 
refu sin g to acknowledge that 
China has rights to anything 
more than broad consultation. 


Each of the latter sources of 
funding depend "crucially ott a 
continuation of the policy 
reforms now under way In the 
region". The IADB emphasises 
the inter-dependence of then 
reforms. 

Private nctor savings will 
result from increased financial 
liberalisation and from tax 
reforms initiated during the 
1980s; higher public savings 
will ctane from restructuring 
the public sector, while privati- 
sation should encourage debt 
reduction, so reducing debt 
overhang and encouraging for- 
- - elgn Inves tment 

Finally, the report sees 
greater external financing 
being linked to carrying out 
: economic liberalisation and 
deregulation. 


Mandela speaks 
to Diet tomorrow 

MR NELSON Mandela, the 
South African political leader, 
will tomorrow become the first 
black man ever to address the 
Japanese Diet, Ian Rodger 
reports from Tokyo. 

This will be the highlight of 
a six-day visit illustrating a 
remarkable change in official 
Japan's attitude to the outride 
world in general, and to the 
world's poor - and poor blacks 
- in particular. 

Until a few years ago, Japa- 
nese people scarcely thought 
of Africa. Now, Mr Mandela 
comes on an official invitation, 
almost as a hero. 

Yesterday, he addressed an 
20,000-strong anti-apartheid 
rally in Osaka. Today,. he 
begins a round of calls in 
Tokyo. Virtually every leading 
politician wants to meet him. 
Mr Mandela, deputy president 
of the African National Con- 
gress, is above all seeking 
financi al aid for the ANC. 


DAILY TO MALAYSIA 
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men m 
group arrested 
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By Emma Tucker and Aidrow Taylor. 
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A SENIOR executive and a 
former executive of Wimpey, 
the UK construction group, 
were among 22 people arrested 
on Friday, by police investiga- 
ting alleged land corruption 
deals involving Liverpool City 
Council, the group said yester- 
day. 

Mr Alan Worthington, 
regional director of Wimpey’s 
north-west . division, and Mr 
Geoffrey Slater, who retired as 
regional director last year, 
were released on police bail 
along with 18 other people, 
including Mr Derek Hatton, 
farmer deputy leader of the 
council 

Two of those arrested were 
charged with handling stolen 
goods u nre lated to the police 
inquiry into corrupt land deals. 
They are due to appear in 
Liverpool City Magistrates 
Court today. 

Others released on police 
bail include Mr Mar Robinson 
and Mr Anthony Sykes, direc- 
tors of the small Stockport 
property companies Tentigo 
and Sterling Land and Prop- 
erty; two city councillors, life 
Hannah Folan and Mr George 
Knfljb; Mr John Nelson, a for- 
mer Liverpool councillor, and 
Mr Tony Beygar, a former 
Knowsley councillor. 

More than 50 private and 
business premises were raided 
by police officers on Friday 
including the Liverpool offices 


of Wimpey, from which police 
removed some documents. 

Sir CHford Cfaetwood, Wim- 
pey’s chairman and chief exec- 
utive, said the group would not 
be in a position to comment 
until the full nature of the 
investigations was known. 

Wimpey is a contrac- 

tor fin the north-west, where it 
has. worked widely for local 
authorities, including Liver- 
pool City Council. However, 
orders have fallen as councils 
have cut spending. Wlmpey’s 
north-west division employed 

Setfcfeartde, Mr Hatton’s public- 
relations company, as market- 
ing consul t ants until about the 
end of last year. 

Superintendent Robert 
Coady, head of the Merseyside 
fraud squad said their investi- 
gations torilndpH jnipridpa into 
suggestions that some funds 
may have np with Mili- 
tant Tendency- 

Militant, the hard-left politi- 
cal organisation with which Mr 
Hatton was associated when 
deputy council leader, denied it 
had received money from Wim- 
pey or other companies. 

“Our supporters have had a 
very rigorous attitude to 
money matters,” said Mr Ken 
Smith, of mutant. “Our fund- 
ing has come almost exclu- 
sively from smaller donations 

and I ran dany that we have 

ever had any money from 
Derek. Hatton or Wimpey.” 


Barclays to 
cut 1,800 jobs 
in overhaul 


By Richard Lapper 


ABOUT U00 jobs are to go at 
Barclays Bank, the group con- 
firmed yesterday. The move is 
part of a kmg-tenn overhaul of 
Barclays' retail branch net- 
work. . . 

The decision to shed 1^300 
clerical anil 500 management 
posts was originally made ftfa 
month after a one-year review 
of UK operations. 

Barclays Is regrouping its 
branch network Into clusters 
of four or five banks around 
one central branch. A total of 
467 clusters will be created. 
Overall, the number of -Bar- 
clays branches will be reduced 
by about 110. . 

The bank says, its services to 
customers should be improved 
by the change, which “allows 
individual branches to gain 
access to a greater level of 
expertise”. At tile same time, 
“the days of the . traditional 
branch bank' manager are 
over", it says. 

Barclays aims to achieve the 
cots through natural wastage 
and a slowdown in recruit- 
ment . 

It will be seeking to retrain 
clerical workers Into more 
skilled positions such as "per- 
sonal bankers" and 'loans offi- 
cers” and : says, it "alms to 
transform a processing culture 
Into a weTHng culture”. 


Weinstock 
would like son 
to head GEC 

By Michael Skapfnker 

LORD WEINSTOCK, manag in g 
director of General Electric 
Company, said yesterday he 
would like his son, Mr Simon 
Weinstock, to succeed him as 
head of the group. 

He added, however, that it 
would be for GEC’s senior 
managers to choose his succes- 
sor and it would be up to his 
son to decide whether he 
wanted the job. 

Asked on Channel 4’s 
Answering Back programme 
whether he would like to be 
succeeded by his son, he said: 
“Of course I would like ft, but 
only on condition that it ful- 
filled his li& and not that he . 
did something to please me.” 

Lord- Weinstock criticised 
aspects of the government's 
privatisation programme, 
including the electricity sale. 
He said sell-off decisions 
should not be made to satisfy 
particular political ideologies 


and that who ran public utili- 
ties was more important than 
who owned them. 

He said he was watching the 
progress of STC, the telecom- 
munications company, but had 
no intention of bidding for ft at 
present. Asked if his attitude 
might change if someone he 
loathed bid for STC, he said: 1 
love everybody. Who could I 
possibly loathe?" 


Cable TV popular with 
subscribers, study says 

By Raymond Snoddy 


THE CABLE -Authority today 
publishes a study of viewer 
reaction to satellite television 
channels distributed through 
cable, which , finds that the 
mixture of .films,, light enter- 
tainment, news,, sport and 
music is popular with subscrib- 
ers. 

The respondents : saw the 
channels as "quality televi- 
sion”, which they defined' as 
good-quality programmes of 
their type. 

The qualitative research was 
based on detailed interviews 


with 80 cable television sub- 
scribers. 

Earlier quantitative research 
showed that in cable homes 
the new channels were taking 
40 per cent of adult viewing 
and 50 per cent of children's 
viewing. 

Sky. Television accounted for 
«2£Lfi per cent weekly share of 
viewing and the newer British 
Satellite Broadcasting, in 
which Pearson, publisher of 
the Financial Times, has a 
stake, took an 8.4 per cent 
share. 


Moves to end row on 
Aids compensation 

By I vo Dawnay, Political Correspondent 


EFFORTS to' defuse the 
political row over the issue of 
further government compensa- 
tion for 920 haemophiliacs 
infected with the Aids virus 
are making progress In confi- 
dential talks with the victims’ 
lawyers. . 

However, as -MPs 'step up 
calls for a payout this week, 
the biggest obstacle to a deal 
lies in persuading all the plain- 
tiffs to accept an out-of-court 
settlement. • - 

'Hie government Is anxious 
to reach a deal to avoid an 
embarrassing 1 and lengthy 
court hefflina which is^ sched- 
uled to begin in March and 
could dreg on dangerously 
close to a general election. It 
also eddies to bead off mount- 
ing dissatisfaction from back- 
bench Tory MPs who have 
joined their Labour counter- 
parts iu demanding an 
improvement in the £34m 
already paid in compensation. 

The party leadership is more 
than aware that the tragedy, in 


w 


which more than 1.200 haemo- 
philiacs were infected with 
Aids from a blood-clotting 
agent widely used by the 
National Health Service, is bol- 
stering allegations that the 
government is "uncaring”. 

However, the legal complexi- 
ties of the individual cases are 
immense. Many of the victims 
- 150 of whom have -already 
died took out actions 
against individual doctors, 
local health authorities and the 
previous Labour government 

While refusing to a dmit neg- 
ligence in the cases, lawyers 
representing the Department of 
Health and the Treasury have 
made ft dear that more money 
will be forthcoming if all the 
loose ends can be tied up. 

Talks between the govern- 
ment, and. the victims' lawyers 
centre on how to establish 
guarantees that this will be 
achieved. Then comes the 
problem of persuading all the 
victims to accept the deal and 
abandon legal actions. ■ 
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Power companies face policy review 


Alan HaffMr 


Alan hi 

Prof UtfWhllrf- win evaluate all purchasing contracts 


By David Thomas, Resources Editor 

A SWEEPING review of the 
regional electricity companies’ 
purchasing pniinwg and inde- 
pendent power projects is to be 
undertaken by the industry's 
regulator after they are priva- 
tised. 

Th e review may be inter- 
preted by industry observers as 
l imi t in g the regional compa- 
nies’ freedom of decision-mak- 
ing in some of the most impor- 
tant areas of their activities. 

Details of the review are con- 
tained in a letter from Profes- 
sor Stephen Lit tiechfld, direc- 
tor general of the Office of 
Electricity Supply, to the 12 
regional elec tr ic i t y companies, 
which are due to be privatised 
in December. 

A lengthy extract fr o m the 


letter, which has not been pub- 
lished, is contained in a draft 
of the privatisation prospectus 
leaked this week to Friends of 
the Earth, the environmental- 
ist group. 

Explaining the reasons for 
the review. Prof Littlechild 
tells the regional companies in 
the letter "The electricity pur- 
chasing policies of the 
[regional companies) will 
greatly Influence the future 
development of the industry.” 

Prof Littlechild therefore 
proposes "to evaluate at peri- 
odic intervals the whole portfo- 
lio of purchasing contracts 
(including short-term and 
options contracts) that a 
[regional company] has under- 
taken". 


It is understood that the 
review will take place in about 
three years’ time, about one 
year before the planned foil 
examination of the industry’s 
price-control formula. 

As part of the review, the 
regulator will look at stakes 
hem by the regional companies 
in the new wave of indepen- 
dent power stations. 

"Where a [regional company] 
has equity in generation 
projects, I would need to be 
assured in addition that other 
generators had not been over- 
looked or put at a disadvan- 
tage." Prof Littlechild says in 
his letter. 

It Is understood that Prof 
Ut tlechfl d will want to ensure 
the electricity purchases 


of a regional company do not 
favour an independent generat- 
ing company in which it holds 
a stake. 

He adds: "1 would need evi- 
dence that, in accepting partic- 
ular contracts, due attention 
had been given to seeking out 
the most favourable propos- 
als.” 

His objective would be "to 
assess the reasonableness of 
the [regional company’s] strat- 
egy as a whole." 

It is understood that the reg- 
ulator believes that the review 
is justified by the regional 

companies’ statutory licence. 
That requires each company 
"to purchase or acquire elec- 
tricity from the most economi- 
cal sources available". 


Divisions over Europe and waning popularity worry Tory party 


By Ivo Dawnay, Political Correspondent 


A FRESH outbreak of nervous jitters 
s w e pt the Conservative party yester- 
day amid signs of worsening divisions 
over Europe and a wiarfc«»d deteriora- 
tion in the party's showing in the 
opinion polls. 

As Mrs Thatcher lambasted her EC 
for falling tO give pri ori t y 
to urgent trade issues. Sir Geoffrey 
Howe, the deputy prime minister, 
tried to make light of Tory differences 
on EC steps towards monetary union. 

However, his efforts, on London 
Weekend Television, iwmpHiately pro 
voked rsTlft for his resignation from a 


leading opponent of federalism. Mr 
Patrick Robertson, secretary of the 
anti-federalist Tory Bruges Group, 
aaid Sir Geoffrey’s remarks showed he 
did not understand national sover- 
eignty. 

"His statement gave no clear mes- 
sage to the electorate about at which 
point the government is prepared to 
halt the process of integration within 
the EC,” Mr Robertson said. 

"As such he is in no position to 
defend the national interest and 

gVifmid resign." 

The TOry disarray was highlighted 


by Mr Gerald Kaufman, Labour’s for- 
eign affairs spokesman, who attacked 
Mrs Thatcher for a "pathetic and 
ugly" response to the Rome 
Britain should be building alliances 
with her partners to obtain the Com- 
munity changes it needed, he said. 

Meanwhile, Conservative MPs were 
seeing new evidence of the party’s 
declining fortunes with the electorate. 
Two polls published yesterday showed 
Labour’s lead over the Tories increas- 
ing to 16 points and the Liberal Demo- 
crats improving on the back of their 
Eastbourne byelection victory. 


A Market & Opinion Research Inter- 
national (Mori) sample of 1,940 voters 
in The Sunday Times saw Labour at 
49 per cent (up from 45 per cent last 
month). Conservatives at 33 per cent 
(38 per cent) and the liberal Demo- 
crats at 14 per cent (12 per cent). It 
also reported that Mrs Thatcher’s per- 
sonal approval rating had dropped 
from 36 per cent to 29 per cent 
Both parties have recently put edu- 
cation as the top issue on their 
agenda of policy priorities. 

Labour’s new lead - its best show- 
ing since the poll tax protests six 


months ago - and the improved 
showing of the Liberal Democrats 
were almost exactly paralleled in a 
Harris poll in the Observer. 

In another survey, most MPs were 
seen to favour a single currency. The 
poll of 70 Tory and 56 opposition MPs 
carried out by On Lino Telephones, a 
Mori subsidiary, found support from 
45 per cent of Tories and 65 per cent 
of opposition MPs. The opinion polls 
came shortly after a Conservative 
inquiry into the election defeat at 
Eastbourne absolved the party’s cam- 
paign strategy of responsibility. 
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Can one company keep watch on 
the weather and on your unborn child? 


Toshiba know how important the health 
of your unborn child is to you. 

Which is why we’ve developed our Ultra 
Sound Diagnostic Scanner to offer peace of 
mind to prospective parents. 

And because your own health is just as 
important, the Ultra Sound Scanner also 


diagnoses heart and other internal health 
problems. But at Tbshiba we don’t just monitor 
what’s going on inside you; we also keep a 
watch on what’s going on around you. 

The Toshiba radar rainfall monitoring 
system is designed to alert local governments 
to unexpectedly heavy rainfall, so it gives plenty 

In Touch with Tomorrow 




of advance warning for extra drainage and 
emergency pumps. 

Toshiba's commitment to our society has 
produced two very different products, both 
designed to look after you. 

As a world leader in LSI technology, Toshiba 
have the ability to make both possible. 
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THE LONDON SHOWROOM 

15 NEW BOND ST. W1Y 9PF Tel: 071-493 8866 


ENTE NAZIONAJLE 
PERL’ENERGIA ELETTRICA 

LIT 500.000,000,000 Floating Rate Notes due 2000 
In accordance with the provisions of the Notes, 
notice is hereby given as follows: 

* Interest period: 26th October, 1990 to 26th April, 
1991 

* Interest payment date : 26th April, 1991 

* Interest rate : 11.125% per annum 

* Coupon amount for the denominations of 

LIT 5.000,000: LIT 281,215 
LIT 50,000,000: LIT 2,812,153 
BANQUE INTERNATIONALE A LUXEMOURG 
Sodete Anonyme 
AGENT BANK 


PHARMACEUTICALS 

The Financial Times proposes 
to publish this survey on: 

2 1st November 1990 

For a Full editorial synopsis 
and advertisement details, 
please contact: 

BILL CASTLE 
on 071-873 3760 

or write to him at: 
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Chemical specialists stay immune to gloom 

Clive Cookson on a possible misapprehension arising from ICI’s recent results 


Number One 
Southwark Bridge 
London 
SEI9HL. 


W HEN people think of 
the UK chemical 
industry they usually 
think of ICL So last week's 
news that ICTs third-quarter 
profits were at only half last 
year’s level may give the 
impression that the whole 
industry is in recession. 

However, ICI’s troubles 
derive largely from its balk 
chemical operations, which are 
always vulnerable to business 
cycles and have suffered addi- 
tionally from the oil price rise 
following the Gulf crisis. 

All the smaller UK chemical 
companies operate In the “spe- 
ciality chemicals” sector, 
which has not been affected by 
the same sharp downturn as 
the international bulk chemi- 
cals industry. 

Indeed, some products are 
still enjoying a sales boom. 
One is rayon, a cellulose fibre 
made by Coortaulds, a UK 
company that has been pre- 
dominantly a speciality chemi- 
cals producer since the demer- 
ger of its textiles business 
early this year. 

Rayon is very much in 
demand among upmarket 
clothes manufacturers, who 
axe willing to pay a high price 
to obtain the material A bonus 
for Coortaulds, which has 70 
per cent of the US rayon mar- 
ket, is that the cost of its raw 
material, wood pulp, is falling. 

The rayon boom is one rea- 
son why Ur Sipko Huismans, 
Courtaulds managing director, 
reacts impatiently to talk of a 
recession. "There Is a danger of 
industry talking itself into a 
recession,” he says, adding 
that Courtauld’s trading posi- 
tion is as bright now as three 
months ago. 

All industries use speciality 
chemicals as ingredients in 
their manufacturing processes. 
Since they are tailored to par- 
ticular applications, such 
chemicals are far loss vulnera- 
ble than bulk Chemicals to the 
ups and downs of the economy. 

The bulk chemicals busi- 
nesses are proving themselves 
to be as vulnerable as they 
ever were,” ' says Ms Jinty 
Price, UK chemicals analyst at 
Barclays de Zoete Wedd. "In 
the speciality chemicals busi- 
ness, the general level of prof- 
its and margins are still rea- 
sonable. The divergence in 
performance between the two 
sectors is Increasingly marked 
as we lord: into next year.” 

The UK's largest indepen- 
dent speciality chemical pro- 



ducer is BOC. Sales of its 
industrial gases such as oxy- 
gen and nitrogen are an excel- 
lent indicator of the level of 
industrial activity. Such gases 
are used widely across many 
sectors of the economy, and 
they cannot be stockpiled. 

Mr Richard Giordano, BOC 
chairman, says the rate of 
growth of industrial gas con- 
sumption has been declining 
steadily over the past year. In 
October 1989, the volume of gas 
sales was 7 per cent higher 
than a year before. Sales are 
now close to the level of Octo- 
ber 1989. 


UK industry as a whole is 
now close to recession, Mr 
Giordano feels, but it has not 
yet fallen over the edge. 

Mr John Cox, director-gen- 
eral of the Chenjtaal Industries 
Association, says business 
began to turn down for most 
chemical companies during the 
third quarter of 1990. “But we 
don't see recessionary condi- 
tions at the moment This is 
nothing like the situation we 
saw in the early 1960s.” 

Many specialist chemical 
companies export a large pro- 
portion of their output They 
are being sustained by continu- 


THE recession-proof nature of 
National Health Service pre- 
scriptions and over-the- 
counter remedies has helped 
Britain’s chemists to escape 
the ravages of the retail down- 
bum, according to a report 
pobrished today. 

NH5 prescriptions accounted 
fin* 44 per emit of chemists’ 
turnover of £7»21ni in 1989. 
Excluding Boots, the diverst- 
fled retaOer, the NHS propor- 
tion soars to more than 60 per 
cent 

Boots accounted for 40 per 
cent of I’hmain tt* sales. 

Verdict Research, an analyst 
spedahshig in the retail sec- 


tor concludes that many 
chemists lack sufficient entte- 
prenenrial drive to increase 
SonSsHS sales. The Unit on' 
new licences Introduced in 
1987 has encouraged take- 

^Growth in the ijeJated^K- 
store sector - toitetry retail- 
ers that are not licensed 1 to ffll 

prescriptions - 
Verdict however, believes tiw 
UK could support 1.BOO such 
outlets compared wit* the 
present figure of 1,100. 

on Otemists tmd Drugs- 
tores. Verdict Research, IL? 
— 7* Bolbom. London WC1\ 
£595 


Tony JMnrn 

Synonymous with the industry: ICTs plant at Bfl«Ti(^»m 


ing growth in continental 
European and Far Eastern 
markets. Even some very small 
producers of specialised 
organic — compa- 

nies with fewer than 10 
employees, all highly qualified 
- sell most of then production 
overseas. 

According to Mr Keith Wey, 
senior economist at the Chemi- 
cal Industries Association, 
there Is still real growth 
among producers of chemicals 
for the oil and electronics 
industries, and intermediate 
compounds, which go into 
pharmaceuticals. 

Since the Iraqi invasion of 
Kuwait, the cost of naphtha, 
the oil derivative which is the 
main petrochemical feedstock, 

haw ifanhlarf. That h ga ted tO a 

cascade of smaller price 
increases throughout the 
ghwinaii in dustr y. 

Speciality producers are 
being asked to pay 10 to 20 per 
cant more for many chemical 
ingredients derived originally 
from oiL Price Increases of that 
size are not a serious blow, 
since materials are not the 
main cost for producers of 
high-value specialist chemi- 
cals. In any case, the increases 
win be passed an to customers. 

Mr Steve Cuthhert, chief 
exec u tive of Brent Chemicals, 
says: “One of the disripUnes of 
speciality nhemtoilg is that you 
nave to protect your margins 
and pass on your cost 
increases - and we’re already 
doing that” 

The rapid off price rises 19 
years ago caused large-scale 
stockpiling of all-based chemi- 
cals by companies afraid of 
shortages and/or further price 
increases. There is some stock- 
piling again, but an a much 
s maller scale. 


“At the moment, we’re not 
seeing shortages but there is a 
tear of shortages." Mr Cutbbert 
says. “Where we have critical 
raw materials with long lead 
times, we’re letting inventories 
b uild up.” Brent is building up 
stocks of some oil-based sol- 
vents as well as surfactants - 
agents that act on the surface 
of liquids and solids. 

For most bulk chemical com- 
panies, the rise in oil and 
energy prices as a result of the 
Gulf crisis is exacerbating the 
affects of the downturn. Cost- 
lier energy can, however, pro- 
duce unexpected benefits for 
some companies. 

BOC, for example, sells more 
oxygen when oil and natural 
gas trices axe high over a sus- 
tained period. Many factories 
then feed oxygen into their 
combustion systems, to make 
the fuel burn more efficiently. 

High UK interest rates can 
benefit international compa- 
nies which have dollar debts 
and sterling deposits, but harm 
heavily indebted companies. 

Most UK speciality chemical 
companies today, however, 
have strong balance sheets and 
will not suffer as a result of 
high interest rates. Many will 
be on the lookout for acquisi- 
tions if there is an industry- 
wide recession. This month's 
agreement by MTM of the UK 
to buy Hardwicke Chemical of 
the US for $U2m may be a sign 
of things to come. 

*1 don’t know of any truly 
recession-proof companies, 
except perhaps in pharmaceuti- 
cals," says Mr Giordano. He 
and his colleagues in the UK 
chemicals industry seem confi- 
dent nevertheless that they are 
In much better shape to 
weather a recession in 1991 
than they were 10 years ago. 
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“You’d been promising me 
a go behind the wheel of 
your Saab since Hamburg.” 



The Saab family stoned as aircraft builders. 

\t aviation engineers 
with a total disregard fir conventional, introspective tor building wisdom. 
Their new thinking started the Saab tradition if free thought. It's still very 
much alive. 


It was kind of you to take me along in your new Saab. 

From the outside, the Saab gave little away. 

Inside, it was like stepping into a friend’s living 
room. I almost felt guilty there were only two of us in 
the car. 

You said that Saab consistently tops safety ratings. 
Ahead of makes that build their reputation on safety? 

I must check that out. 

You talked of the car’s intuition, how it almost 
predicted your actions. Even at high speeds you felt at 
ease, confident 

As we approached the roadworks, you murmured 
something about watching the speed limit I didn’t realize 
we were going so last 

When at last you let me take over, I realized why you 
were reluctant in handing her over to me. 



for more Wormacton. contact: 

Saab Response Service 

S-M8 Nykfiping. Sweden, Fat +46*155 44527 

BfefbJe for a cax-frw JuW 

Saab Inuffttfonal and Diplomat Sales. 

Fax: +46*31 684688 
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LONDONBUSINESS SCHOOL FORECAST 


UK NEWS 


Risk of slower growth and more jobless 


By Rachel Jhnaon, Economics Staff 

LOWER Outut growth and ■■ — 

rising unemloyment will be 

the price of plain’s entry into 

the exchangrate mechanism 

of the Enropin Monetary Sys- ® P 1 
tem, the Jradon Business "““o" 
School warn today. 9°™^™ 

In its Jnnforecast, the LBS 
predicted tit Britain would 
join at a carol rate of DM255 STgS! 
- so itsJJctober forecast stocteuii 
focuses on >e costs and bene- Exuortst 
fits of joinjg the ERM at the unportst 
higher catral parity of sterling , 

DM255. PSOR CQ 

Entry athat rate Is forecast Current l 
to prodtusa recession in out- Adult 
put growt in the second half Unempio 
of the yff. Growth in gross *rc*aa » 
domestic roduct is expected to 
slow to amt L5 per cent this 
year ant next, , and average an annu 
about 2)er cent from 1992 - but onls 
onwards climbs 1 

The ficecasters are pessfanis- ln g$ sts 
tic as tr whether ERM entry says, 
win moify wage bargaining. The s 
Averageamtngs are rising at bargaini 


ECONOMIC FORECASTS 



1990 

1991 

1992 

1993 

1994 

GDP 

15 

1.4 

22 

1.9 

Z4 

Inflation 

Consumers' 

9.5 

7.1 

4.2 

35 

3.1 

Expend Iturat 

Total Fixed ■ 

2.6 

ZA 

2.3 

1.6 

15 

Investments 

-0.9 

-15 

1.4 

1.5 

25 

Gen Govt Consumption 

25 

1.4 

05 

05 

1.0 

StockbulkUngH: 

-0.6 

-15 

0.5 

05 

1.4 

Exports* 

5.1 

3.0 

25 

1.8 

2J5 

Importst 

2-fi 

15 

25 

1.0 

1.0 

Sterling Index* 

92 

94 

94 

93 

92 

PSDR (£bn,finan years) 

2.4 

-0.4 

05 

1.7 

1j4 

Current Balance (Ebn) 
Adult 

-175 

-16.6 

-145 

-11.8 

-9.9 

Unemployment (UK, m) 

1.6 

15 

25 

25 

2.0 


dwua^ifUM* MhsrwlM cbown. t PMcantag* awnpt in votumo. 


an annual rate of 105 per cent, 
but only when unemployment 

climbs will underlying earn- 
ings start to fall, the study 
says. 

The sluggishness of wage 
bargainers* response to the 


Souren: Economic Outoofc KB9-1BB3. Jons tWO. 

, ERM determines the outlook 
for unemployment, which is 
■ expected to rise steadily, reach 
' 2m by 1992, and stay at that 
level until 1991. 

1 On the fiscal and monetary 
framework, the LBS assumes 


that the go v e r n ment will avoid 
downward realignments within 
the raprhaniRTp and that policy 

wfll be designed for exchange- 
rate stability. 

That leaves the scope for fis- 
cal policy “severely curtailed”, 
with so room for tax cuts as 
public spending is running for 
ahead of official targets. There 
will be a small budget surplus 
of £2*4bn this year - compared 
with the Treasury's forecast of 
£65bn - and then the budget 
will balance from 1991-92 
onwards, the LBS says. 

Sterling's wide bands, how- 
ever. give flexibility on the 
government’s policy stance. 
With the economy already 
experiencing a slowdown, and 
as the next election 
approaches, there is room for 
more interest-rate cots, per- 
haps to 22 per cent by the mid- 
dle of next year. 

Consumer spending.is set to 
decelerate further as a result of 


falling real income growth, and 
total fixed investment is also 
going to foil. On the trade side , 
muted domestic demand, the 
recovery of the exchange rate 
end the prospects of a world 
recession all conspire to 
weaken the outlook for 
exports. 

The trend of rising munnfaiN 
tured exports is expected to 
rise only slightly. Even after 
four years of relatively slow 
growth, the current-deficit is 
forecast as £10bn in 1991, or LA 
per cent of GDP. 

While the slowdown in the 
economy means inflationary 
pressures are moderating, 
h ead lin e inflation and earnings 
are showing no sign of «»aqmg 
However, September’s 105 per 
cent rate of retail price Infla- 
tion was the peak and, helped 
by lower mortgage rates, infla- 
tion should be back to 5 per 
cent by the end of next year, 
LBS forecasts. 


' ** 

Uiturn in housing 
market will be 
delayed, study says 

By Adrew Taylor, Construction Correspondent 


A RSOVERY in the depressed 
UK orating market is unlikely 
untr the latter half of next 
yea according to the London 
Buaess School. 

then the upturn does 
arrre, it is expected to be 
shit -lived modest. 

'ie LBS says that Britain's 
eny to the exchange-rate 
nuhamsm of the European 
Maetary System should 
psnpt a recovery in house 
ptes from the middle of next 
yer. 

: expects rmnnnl house pri c e 
ination to peak at about 11 
p* cent before slipping back in 
IS and 1994 to about 7 par 
at 

rhe forecast will bring slight 
onfort to UK construction 
unpanles, which are suffering 
serious dudhifi in earnings as 
result of the recession in the 
isidential and commercial 
roperty markets. 

The recovery in house prices 
1 expected to be less strong 


than previously expected. That 
is because real disposable 
income is forecast as growing 
more slowly during 1991 than 
had been expected. 

As a result, investment in 
new houses is expected to 
recover only slightly from their 
present depressed, levels, the 
LBS says. 

“The prospects for the UK 
economy are for a period of 
only moderate growth, with 
personal disposable incomes 
growing by . only L5 per emit a 
year from 1990 to 1993 and with 
interest rates remaining at 
about 12 per cent These fac- 
tors indicate a relatively weak 
recovery of the hmndng mar- 
ket" 

The LBS says bouse prices 
on average foil by 1 per cent 

during the 12 months to the 

end of June. K forecasts that 
the number of homes started 
by builders in Britain will fan 
to 141.000 this year from 
166500 in 1969. 
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Property gloom: recession in the commercial sector is hurting construc ti on companies 


Housing starts are expected 
to increase to 146,000 next year 
before levelling at between 
153,000 and 152,000 in each of 
the three years after 1991. 

Housing starts and invest- 
ment win remain well below 
1960s levels, the LBS says. 

Part of the reason for that is 
the de cline in the birth rate 


since the baby boom of the 
1950s and 1960s. Demand for 
homes from people born in 
those two decades had pushed 
up house prices by as much as 
20 per cent. 

“We believe that this 20 per 
rant premium on house prices 
will be unwound during the 
mid 1990s as the n umb er in the 


flrst-time-buyer age group fans 
This demographic factor will 
lead to a weakening of house 
prices in comparison to per- 
sonal incomes in the middle of 
the decade," the LBS says. 

“Capital gains on the scale 
made in the 1980s will not be 
repeated In the 1990s." 

A deep malaise. Page 21 


EC confrontation expected 
on carbon dioxide emissions 

By Alison Smith in London, David Goodhart in Bonn and Lucy Kellaway in Brussels 


THE UK is likely to face a 
head-on confrontation with the 
European Commission over 
stabilisation of carbon dioxide 
emissions when EC environ- 
ment ministers meet today in 
Luxembourg. 

Electricity privatisation and 
the consequent need to have a 
firm commitment on the target 
for carbon dioxide (C02) emis- 
sions, the main contributor to 
global wanning, in the offer 
prospectus mean that the UK 
has little or no room for man- 
oeuvre. The current goal is to 
stabilise UK emissions by 2005 
at the 1990 levels. However, the 
commission is seeking to set 
an overall EC target for 2000. 

The German cabinet will 
next week raise its target for 
reductions in C02 emissions 
from 25 per cent to 30 per cent 
by 2005, according to officials 
in the Boon Environment Min- 
istry. The reason is that the 


former east Germany was an 
extremely wasteful user of 
energy and a swift and signifi- 
cant reduction will thus be 
easy to achieve. 

Mr Chris Patten, the envi- 
ronment secretary, will oppose 
the European Commission on 
both the overall limit and on 
its competence to decide such 
matters. The UK has already 
clear that electricity pri- 
vatisation compels the UK to 
have & realistic rather than an 
aspirational or planning target 
which it might not actually be 
able to meet 

Mr Patten may also question 
the commission's stance in the 
light of its refusal to devote 
resources to studying “green- 
house gas” emission before the 
end of 1991 and to include in 
the overall target any substan- 
tial analysis of how it might be 
achieved. 

The commission has foiled to 


Delays in pension transfer 
criticised by advice body 

By Eric Short, Pensions Correspondent 


DELAYS IN handling company 
pension transfers have been 
severely criticised by the Occu- 
pational Pensions Advisory 
Service. 

Miss Margaret Grainger, 
c hairman of OpBS, found fault 

with company pension a dmin - 
istrators who delay handling or 
transfer of credits under such 
schemes to employees and for- 
mer employees. In the Opas 
annual report, she said con- 
con by individuals over the 
delays in obtaining a quotation 
and in transfer of money was 
one of the main reasons for the 
record 3.500 inquiries and com- 
plaints received by Opas in the 
year to March 31 1990. 

The service handled nearly 
3,000 complaints in the preced- 
ing year. 

Apart from delays, Opas 
tackled other pension difficul- 
ties during the year, including 
women losing their benefit 
rights through their husband's 
pension scheme after a divorce 
and personal pensions being 
incorrectly sold. In one case, a 
pension was sold to an unem- 
ployed man. 

'Hie report highlights the 
complexity of pension scheme 
activities and says nearly half 


the cases took more than three 
months to resolve. 

Opas was founded in 1984 by 
Miss Grainger and until now 
has operated as a voluntary 
organisation funded by dona- 
tions. with expert advisers pro- 
viding free services. 

Its financial future is now 
assured through government 
funding, but Its future role 
needs to be resolved both in 
relation to the new Pension 
Ombudsman scheme and the 
various complaint procedures 
operating under the auspices of 
the Securities and Investments 
Board (SIB). A Pension 
Ombudsman has yet to be 
appointed. 

Miss Grainger envisages that 
an enlarged, properly funded, 
Opas would provide the first 
stage in the complaints proce- 
dure, and that complaints 
would be handled by the Pen- 
sions Ombudsman system only 
if that system were to fail. 

She also intends to hold 
talks with SIB. the other 
self-regulating organisations 
and the Insurance and 
Building Society Ombudsmen 
to designate the respective 
areas of responsibility for 
complaints on pensions. 


bring forward any proposals 
about C02 emissions from 
vehicles, although it has been- 
pressed to do so by both Ger- 
many and the UK for more 
than a year. 

The Luxembourg conference 
will also discuss directives to 
ensure cleaner rivers and seas, 
and safer disposal of dangerous 
waste. 

There are fears that the com- 
mission’s attitude might sour 
the second world climate 
change conference to be held 
in Geneva a week later, when 
the aim will be to get countries 
such as India and China to 
agree to set targets for stabilis- 
ation. 

The UK believes that, if 
some of the more developed EC 
countries have just avoided 
setting targets, then the pros- 
pect of reaching a more gen- 
eral and effective agreement 
will be diminished. 

Unionists lay 
stress on 
Dublin claims 

By our Belfast 
Correspondent 

THE REMOVAL of the 
Republic of Ireland's constitu- 
tional claim to Northern 
Ireland remains a priority for 
unionists, according to Mr 
James Molyneaux, the Ulster 
Unionist leader. 

Addressing his party’s 
annual conference at Newcas- 
tle, Comity Down, on Satur- 
day, Mr Molyneaux said the 
Dublin Supreme Conrt ruling 
on articles 2 and 3 of the Irish 
constitution earlier this year 
had handed a “sheaf of death 

warrants” to the IRA. 

The articles set out constitu- 
tional claims to the territory 
of the north. The ruling was 
significant because It gave the 
claim legal weight. 

Mr Molyneaux said: “The 
Irish government has at its 
disposal the means to advance 
the cause of peace. It would 
attract much International 
goodwill if it was to drop that 
territorial claim in conformity 
with its being a signatory of 
the Helsinki Agreement.” 

The agreement recognises 
the boundaries of sovereign 
states. 


Kevlar ' makes Audi engines last longer. 
Tyvek' gives every Audi a lifetime identity 


Every Audi is unique. Even cars of the same 
model have differences in equipment and 
keeping track of than is vita At Audi these 
equipment differences are ea coded and printed 
on adhesive labels which are then placed inride 
the boot and in the vehicle's service handbook. 
Any subsequent repairs or parts replacement are 
thus made much easier. 

To make sure this system nns smoothly Audi 
uses labels made only from Du Pont TYVEK, 
because of Its tremendous vear resistance and 
other exceptional properties . 



TVS’ tor bUtreo eta rtfyoa. 


Like TYVEK, KEN/LAR is iso made by Du Pont 
and is no stranger to autmotive manufacturers; 
they’ve known about themerits of this high 
strength, low weight fibe for years. KEVLAR, for 
example, is used to relrtxce cyUnder-head 
gaskets and cooling sysem hoses in high- 
performance engines, tts also widely used in 
brake pais, dutch Ifniffs aid tyre s. 

The iway strengths*! 

in developing TYVEK D Pont was able to 

combine maty of the Bst properties of paper, 
fabric and film. This uique spunbonded olefin 
material is extremely gM, yet strong and tear 
resistant TYVEK shrus off water and most 
chemicals, resists purturing, is approved for 
contact with foodstuff, and retains te 
remarkable property down to -70 °C. It e also 
highly printable, wffla smooth, white surface 
that's suitable for albrocesses including 
computer printers. TVER is easily recycled 


or disposed of, with no 
adverse environmental 
effects. 

Inst label... 
big proMam. 

Labels that get tom, 

• worn or waterlogged 
can’t be read - aid an 
unreadable label is as 
useless as no label at 
aH For instance, whafs 
the point of urgently 
shipping spare parts 
if no-one knows what 
they are? And che- 
micals that have lost 
tbeir Identity can be 
downright dangerous 
if wrongly stored or 
handled. It is because 
of the exceptional 
physical and chemical 
reristteice of TYVEK 
and the labelling 
integrity It provides, 
that it Is specified by 
such leading com- 
panies as Ciba-Geigy, 

ICI and Sobering. 

MRtfi TWok the wav ahead to dear. 

Paper road maps, city plans and maine charts are 
great when they are new But after a whBe they start 
to tear at the edges and fail apart at the folds... 
and if you gettfism wet they're simply wireadabte. 
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But maps and charts printed on TYVEK are 
different; they can be folded and unfolded 
endlessly, and can’t soak up water (drop one 
overboard and it will not only float, it'll stay 
completely readable). Even after years of use a 
map printed on TYVEK will still be pointing 
toe way. 

This remarkable durability is why TYVEK is 
specified by many leading map makers, 
including Edison Cartographiques, Maritimes 
and Delflno Edrtrice, and why toe yachtsman's 
“Blue Book" of Mediterranean ports is printed 
on TYVEK. 

Few things take more of a beating than 
children's books and games... and few' materials 
can take the punishment better than TYVEK. 
Which is why. for example, Ravensburg Games 
use it to extend the life of their products. 




through tearing, 
puncturing, bursting 
and abrasion. Add to 
these qualities their 
postage-saving light 
weight, water 
resistance and high- 
quality appearance, 
and It is little wonder 
that they are the 
primary choice of many 
„ banks, insurance 
companies and legal 
firms. No surprise, 
either; that courier 
services such as 
Federal Express, 
and several postal 
authorities use 
envelopes of TYVEK for 
their important and 
urgent deliveries. 
Packed safety. 
TYVEJCs special 
properties of strength, 
security, chemical and 
physical resistance and 
light weight offer many 
advantages to toe 

packaging industry. Its versatility is useful, too; 
TYVEK can be printed, diecut, laminated, heat- 
sealed. bonded with adhesive and stitched, its 
smooth surface is perfect for record and floppy 
disc sleeves, while its air permeability allows 
products to be gas sterilized, making it ideal for 
sterile packing applications. 


msriKprH&sM* 
domtnttrns&f «MM 


Treek delivers, safe and sound. 

When you send something by mail or courier 
you want it to arrive in the same condition as 
when it was sent Envelopes of TYVEK resist 
pilfering or accidental exposure of the contents 


Lnan-lastlnn leglbSttv pins people protection. 

Labels, envelopes and packaging are by no 
means the only uses for TYVEK. The same 
advantages of strength and durability lend 
themselves to almost any application where the 
message must get through - display materials 
such as banners and posters, freight waybills 
and shipping documentation, ID cards and 
season tickets, wiring diagrams and instructional 
manuals... the list is almost endless. 

And TYVEK protects people, too. Wherever there 
are hazardous work situations such as asbestos 
removal, chemical dean-ups, crop or paint 
spraying, or hospital surgeries and high-tech - 
dean rooms, protective clothing made of TYVEK 
is available for a wide variety Df applications. 
InunvBflSBS from Da Past. 

KEVLAR, N0MEX* and TYVEK are produced by 
the Engineering Fiber Systems division of 
Du Pont which also developed TEFLON*, 

TYPAR', CORDURA" and high-strength Nylon. 
From house and home to air and space, these 
products have opened up new perspectives in 
countless areas and applications. 

Du Pont is one of the world’s leading research- 
oriented companies, with 39 production plants 
and laboratories in Europe alone. 


Du Pont de Nemours International SA 
Engineering Fiber Systems, P.0. Box 50, 
CH-1218 Geneva, Switzerland 

Do Pont Engineering FUrar Systems. 
Develop with us. 

’Du Pom's reglslarad trademark. 
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TRADE FAIRS, EXHIBITIONS & CONFERENCES 


CONFERENCES 


NOVEMBER 2 

jKtilute of Petroleum. London Wl. 
Caroline Little, Institute of 

Ktroicum. 071-636 1004 


LONDON 


November 8 

CYPRUS: Conference & 

Workshop 

Trade, investment and offshore 
**Ppo*tnimies. Key nddms given by 
HE Mr Angelos Angclkks Cocitoa: 
Nynzi Maung. London Chamber of 
Commerce & Industry 
Tel: 071 248 4444 
Pax: 071 489 0391 

LONDON 


NOVEMBER 9 

One Year On: German Unity and the 
European Community Jointly 
organised: Royal Institute of 
International Affairs and UACES. 
Qwtham House. 10 Si James' Sq. 
London SWI 

Enquiries: RJZA Conference*; Tci 
071 9302233. Fax: 071 839 3593 
LONDON 

NOVEMBER 12-13 

World Electricity 
Hotel InterContinental, London 
Enquiries: Financial Times 
Conference Organisation 
Tel: 071 -925 232 3 
Fax:071-925 2125 

LONDON 


NOVEMBER 13- IS 
Computers In The City 90. 
Focussing on the automation of 
trading and investment banking, 
flexible architects unss, IT 
management style and decision 
support in trading and risk 
management. The Barbican Centre. 
Contact: Frances BeUamy-Knights. 
Blenheim Online 
Tel: 081-868 4466 Ext 250. 

LONDON 

NOVEMBER IS 

Planning for Taurus 
A one day conference on the 
implications of the Taurus design. 
Ptxnnan Intercontinental Hotel, 
Contact: Elizabeth James, 

Equity International- 
Tel: 071 250 0967 


LONDON 


NOVEMBER 15-16 

Expert Advice on Export 
Controls 1990 

One day conference. Cafe Royal. 
London. 

Contact: Linda McKay. Legal 
Studies and Services Ltd. 

071-236 4080 

LONDON 

NOVEMBER 19 

100 Years of Japanese Parliamentary 
Institutions Jointly organised: Royal 
Institute of International Affairs and 
the Japan society. Involves British 
and Japanese parliamentarians. 
Chatham House. 10 Sl James' 5q. 
London Enquiries: Japan Society 071 
434 4507 

LONDON 

NOVEMBER - !? 

RECENT TRENDS IN THE 
EUROMARKET 
One day Conference covering 
hedging instruments. FX 
transactions, new OTC options, and 
merger St ocqusition. Sponsored by 
Paribas Capital Markets Group. 
Contact: Nynzi Maung. LCCI 
TeL 07 1 248 4444 Fax: 071 489 0391 
LONDON 

NOVEMBER 20 

The UK Economy into the 1990*5. 
The Henley Centre's Annual 
Conference examining economic 
prospects and their implications. The 
Cavendish Conference Centre, 
London Wl £275+ VAT 
Contact: Jacqui Gotis. The Henley 
Centre Tel: 071-353 9961 

LONDON 

NOVEMBER 19-22 
GOLF INTERNATIONAL 2000 
Exhibitions. Seminar & Workshops 
For all concerned with developing 
golf courses in UK and Europe 
Seminar November 19. Royal Garden 
Hotel. London. Exhibition. 
Workshops - Nov 20-22, Sandown 
Park, Esher, Surrey. 

Tel: 081 681 1 242 Fax: 081 681 0012 
ESHER/LONDON 


NOVEMBER 27 

It's Not Easy Being Green: An 
Assessment of Environmental 
Costs and Benefits. 

Guest of Honour and Speaker. Robot 
Honor (Chairman of The British 
Petroleum Co. ) Grosvcnor House, 
London Contact: Caroline Little, 
/asurufe of Petroleum 071-636 IOC# 
LONDON . 

NOVEMBER 27 

FRANCE • An Ideal 
Manufacturing Base 
Seminar St Workshop presented by 
USJNOR SAC1LOR GROUP, the 
largest private investment agency in 
France with access to EC. national 
St regional fundi. Contact: Nynzi 
Maung, LCCI 

TeL 071 248 4444 Fax: 07 1489 0391 
LONDON 

NOVEMBER 29-30 

Information Technology into the 
Next Century. 

R and D - The State of the 
Market? Institute of Physics Annual 
Corporate Affiliate Conference, Open 
to non-members. IBM (UKl 
Laboratories. Winchester. Contact: 
Tilly Quanjer. Tel: 0272 297481 
Ext 225. Fax: 0272 294318 
WINCHESTER 

DECEMBER 3-4 

Energy And The New Europe: the 
Global Dimension 
The 5th International Energy 
Conference, convened by the Royal 
Institute of International Affaire. 
BIEE. and the 1AEE. Chatham 
House. Contact: RHA Conferences - 
Tel: 071-9302233. 

Fax: 071-839 3593 
LONDON 

DECEMBER 3-4 

The Future of the Gulf: Risks and 
Opportunities. 

Hyde Park Hotel, London SWI 
Contact: Kate Williamson, 

Conference Connections tUK) Ltd 
Tel: 0767 600662 


DECEMBER 7 
CAPITAL PEOPLE 
The 1st European Conference on 
Human Resource Strategies in 
Financial Services. 

Tel: Lynn Brook. Touchstone 
Exhibitions & Conferences Ltd 
081-840 3888 

LONDON 

DECEMBER 7 

Guarantees: The Problem Areas. 
London Press Centre, EC4 
Chairman - Mark Hapgood, 
Barrister. 

Contact: Joanna Hulben. Legal 
Studies and Services Ltd. 
071 - 2364080 . 

LONDON 


OVERSEAS 


NOVEMBER 8-9 

Telecomms Approval for the Single 
Market. 

The latest on the Commission’s and 
Standard Institute's and the 
commercial implications. 

CommEd TeL (+44 » 07 1 274 8725. 
Fox: 071 733 0266 Aria: Tel (+331 1 
4960 9003 Fax: 4671 3634. 

PARIS 


UK NEWS 


NOVEMBER 13-14 

International Conference on the 
Automotive Industry and the 
Environment 
Intercontinental HoteL 
Contact: Helen Corny, 
Environmental Matters Ltd 
Tel: (44+712241876) 

GENEVA 


NOVEMBER 21-23 

Capital Markets Workshops 
Price Waterhouse Training 
Centre. London 

Enquiries: Financial Times Conference 

Organisation 

Tel: 071-925 2323 

Fax: 071-925 2125 

LONDON 


LONDON 

DECEMBER 5 

International Pay Policies 
Conference. 

Gloucester Hotel, S W7. Speakers 
from CBL TUC. NEDO. ILO. PW 
and LSE. £175+ VAT. 

Public Finance Foundation 
(07 1 -895 8823 Ext. 239/255) 

LONDON 


NOVEMBER 19-20 

Business with Spain - Strategies for 
Developing Competitveness. 

Palace Hotel Madrid 
Enquiries: Financial Times 
Conference Organisation 
Tel: 071-925 2323 
Fax: 071-925 2125 

MADRID 


EXHIBITIONS 


NOVEMBER 13-15 

Computers In The City 
Europe's prem ier financial 
information technology event. It 
brings together over 140 suppliers 
from the leading edge of IT. 
encompassing a whole spectrum of 
applications directly relevant to the 
world of high finance. For 
complimentary exhibition tickets or 
more info call 081-868 4466 l 

BARBICAN, LONDON 


To advertise in this section please teiephoneMark Hall-Smith 071-873 3580 


Government 
advised to 
stop building 
new prisons 


THE GOVERNMENT has been 
urged to freeze its blUion- 
pound prison building pro- 
gramme. 

The Prison Reform Trust 
said the jail population was 
starting to M and many of 
the new cells could soon be 
empty. 

Resources should be 
switched to renovating old 
prison buildings with priority 
given to installing in-cell sani- 
tation to abolish slopping out 
the organisation said. 

In evidence to the Commons 
Home Affairs Committee's 
inquiry Into the building pro- 
gramme, the trust criticised as 
out of date government fore- 
casts of a 14,000 rise in prison 
population by 1997. 

“While the projections are 
apparently stOl used to justify 
the prison building pro- 
gramme, they have little credi- 
bility and appear to have been 
disowned by ministers,” it 
said. 

“indeed, if the foil In the 
prison population - a reduc- 
tion of around 9 per cent since 
the beginning of 1989 - was 
to continue, empty places 
could appear in 1991-92 when 
more than 5,000 new cell 
places will come on stream." 

Trust director Dr Stephen 
Shaw described the building 
scheme as "a profligate waste 
of public money”. 


British Gas raises cost d 
fixed-price supply contracts 


By David Thomas, Resources Editor 


“The present prison building 
programme is the largest 
investment In new jails for 
over 100 years, he said. 

“The total bin will exceed 
£lbn with E300m of planned 
expenditure on new prisons in 
the present financial year 
alone. 

“Yet despite this vast expen- 
diture, such have been the 
Home Office's priorities that 
many prisoners will still be 
slopping out from a plastic pot 
well into the next century.” 

The trust called the design 
of the new Belmarsh Prison to 
be sited at Woolwich, south 
London, where more than half 
the iwwiatoi will be accommo- 
dated In double cells, “a fla- 
grant breach of the European 
prison rules which will institu- 
tionalise compulsory cell-shar- 
ing for perhaps the next 150 
years". 


BRITISH GAS has sharply 
increased the cost of one erf its 
main types of gas supply con- 
tract for business customers as 
a result of the Gulf crisis. 

British Gas, the near-raonop- 
oly supplier of gas to UK busi- 
ness. says it has been forced to 
make the increases to avoid a 
large, unplanned switch by 
industrial customers from oil 
to gas burning. 

Some business customers 
have reacted with buy to the - 
changes, which were intro- 
duced last week without pub- 
licity or consultation. They 
have called for an investiga- 
tion by the Office of Gas Sup- 
ply the industry's regulatory 
watchdog. 

Industrial and commercial 
customers have been informed 
by British Gas of price rises in 
all new contracts due to take 
effect from November L 

The increases, which apply 
only to customers using more 
than 25,000 therms a year, 
affect a particular option 
whereby business customers 
can fix the price of supplies for 
one or two years. 

Under the existing contracts, 
customers must pay a pre- 
mium of 3 per cent on their bill 
if they choose a one-year fixed 
price contract and a premium 


of 7 per cent for two years. 

As from November, premi- 
ums for a one-year fixed price 
contract will go up to 20 per 
cent and for a two-year con- 
tract to 30 per cent. 

"The increases are quite out- 
rageous. They are so steep that 
British Gas is effectively say- 
ing it wants none of its cus- 
tomers to choose fixed price 
contracts," one customer said. 

British Gas said the 
increases were forced by the 
slump jump in oil prices and 
the volatility of the ofl markets 
alter Iraq's invasion of Kuwait 

The company has not yet 
increased its prices directly as 
a result of the Gulf crisis, since 
its gas purchase costs tend to 
lag behind changes in the oil 
markets by six-18 months. 

It argued that a failure to 
boost its fixed price contracts 
would result in a sudden and 
large move from oil to gas by 
industry. 

“That sort of large switch 
isn’t in our interest since we 
have made our investment 
plans on a different basis," a 
spokesman for British Gas 
said. The company added that 
it bad called a halt to its adver- 
tising and marketing pro- 
grammes on the last occasion 
of a such a large, unexpected 


switch to gas - atae time of 
the Yam Kippur wa 

It also explajne»that the 
increases were a pnaution to 
protect itself agaiit future 
energy price movemits. "Who 
is going to protect n price of 
oil in a year or two? it said. 

These explanatms are 
unlikely to satisfy te indus- 
trial customers with have 
already complained o Ofgas 
that British Gas is pioneering 

from the Gulf crisis. 

Ofjgas says it has n powers 
to intervene in Britl* Gass 
contracts with large usiness 

customers, unless thejean be 
proved to be discrimintory or 
an abuse of the cotsany s 
monopoly powers. 

• British Gas has been 
accused of profiteering wm a 
round of price changi this 
month, which were desijed to 
end an anomaly w he re b so me 
large customers coulcsave 
money by deliberately wsting 
gas. 

The Gas Consumers Cincil 
has told British Gas tit 33 
county councils now fat an 
average increase of a bo; 12 
per cent on their gas biUsus a 
result of these changes. Bush 
Gas claims the new rulesvill 
not affect its revenue eaer 
way. 


Working from home on increase 


By Fiona Thompson, Labour Staff 


Adjudication of a concession for the exclusive operation, under a public service 
regime, of a reception and regasification terminal for liquified natural gas (LNG) and 
a high pressure transportation pipeline for natural gas (NG) between Setubai and 
Braga and the construction of their respective infrastructures. 

NOTIFICATION 

OF A PUBLIC CALL FOR TENDER 


MORE PEOPLE are working 
from home than in recent 
years, according to the Interna- 
tional Labour Office. 

High levels of unemploy- 
ment in many areas of the 
world have prompted the 
Increase, says an article in 
International Labour Review, 
the office's official JoumaL The 
office is the secretarial of the 
International Labour Organisa- 
tion. 

The effects of trade competi- 
tion, with increasing pressures 
to cut costs, have also led to an 
Increase in homeworkers as 
companies decentralise produc- 
tion down the chains of con- 
tractors and middlemen. 

The clothing, textile and 
leather industries are foremost 
in using homeworkers but they 
are also common in many man- 
ufacturing industries. 

In West Germany, the iron, 
metal, electronic and optical 
industries have the greatest 
number of homeworkers, while 
in Japanese equipment indus- 
tries they are frequently 
employed for coil-winding or 
soldering radio and television 
parts. 

A Coundl of Europe study 
shows that women constitute 
the majority of homeworkers. 
Women make up 9D95 per cent 
of homeworkers in West Ger- 
many, Italy, Ireland, Greece 
and the Netherlands; 84 per 
cent in France, 75 per cent in 
Spain and 70 per cent in the 
UK. In Japan, the figure is 9&5 
per cent 

Women’s predominance is 
due not only to family respon- 
sibilities tying them to the 
home but also to their weaker 
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In Japan 93.5 per cent of homeworkers are women 


position in the labour market, 
according to the ILO article. 

Studies have shown that 
homeworkers are low-paid and 
tend to work long hours, which 
can lead to poor health. Often 
they agree to work under con- 
ditions that present risks for 
themselves or their families 
and they are almost always 
denied access to health bene- 
fits or soda! security. 


The International Confedera- 
tion of Free Trade Unions, 
emphasising the need to guar- 
antee the basic rights of home- 
workers concerning wages, 
welfare and working condi- 
tions, has called for the adop- 
tion of international labour 
standards and for national leg- 
islation in all countries where 
significant numbers of borne- 
workers are employed. 


1. Under a government order issued by the Ministar of Industry and 
Energy, pubfished in the Didrio da Repubfica (Official Portuguese 
Government Gazelle} number 222,11 series, c( the 23<d of SepterTOer 
(2nd supplement), under the toms ol article 2 o( Decree Law number 
285190 of the 1 0h ol September, and under the (aims oMhe bases 
thereto annexed and Decree Law number 284/90 of the 1 8th ol 
September, a pubfic lender is hereby issued tor the adjuefica- 
tion of an exclusive concession far the operation tnderapi/ft; 
seruioe regime, ol a reception and regas&ation terminal far 
fiquilied natural gas (LNG} and a high pressure gas transpor- 
tation pipeline for natural gas (NG} between SOubal and 
Braga, hereinafter referred to in an abbreviated farm as 
LNG Terminal and Gas Pipe&w and the construction 
Ol their respective infrastructures. 

2. The lender will be the responsibility ol )he 
Director General lor Energy under the terms of the 
delegated powers granted to him by the govern- 
ment order referred to in the proceeding number. 

3. From the dale ol publication ol this 
notification in the Diario da RepOblica. the len- 
der documents will be available (or inspection 
by interested parties, althe head offices ol the 
Directorate General lor energy in Lisbon 
where they can be examined during notmal 
office hours until the day before the eve ol 
the public lender opening ceremony. 

4. The component parts of the lender 
are set out in ihe respective general 
index and interested parties may, by sub- 
mining a written application to the Direc- 
torate General tor Energy, before the 
9th ol November 1 990, obtain authen- 
ticated copies ol the same which will be 
derive red on payment of 250.000800 
(two hundred and fifty thousand Portu- 
guese escudos] either in cash or by 
cheque. 

5. Companies which are established 
In any Member State of Ihe European 
Economic Community and which pos- 
sess technical and management exper- 
tise within the field of operations which 
are ihe object ol the concession and 
wich have the financial capacity to comply 
with Ihe obligations imposed under the 
concession may compels either individually 
or in a consortium. 

6. Far the purpose ol guaranteeing the maintai- 
nance ol the commitment taken on with the produc- 
tion of the proposal and the obligations imposed 
under the lender, competitors must provide a gua- 
rantee ol one thousand million escudos payable either in cash 

or securities issued or guaranteed by the Portuguese State or by means ol a 
bank or insurance guarantee payable to Ihe Of reel orate General for Energy. 






7. Bids must be delivered by hand at the Head Offices of the 
Directorate General far Energy in Lisbon against Ihe issue ol 
a receipt before 5 p.m. on Ihe 7th of February 1991. drawn 
up in Portuguese and accompanied by eight copies and. in 
addition, two translations in English with the original always 
taking preference over Ihe translations. 

8. Bids must be valid lor a period of 240 days, 
commencing from the public lender opening ce- 
remony after which the obligation, in the case 
ol those competitors who da not receive a nol+ - 
fication ol having been awarded the concession, 
ol maintaining the respective bids, ceases. This 
period is considered -to be automatically 
extended by Ihe tacit agreement ol those 
competitors who tail to make application 
to the contrary lor a further period ol 120 
days. 

9. The public lender opening ceremony 
will bo held at ihe head offices ol the 
Directorate General tor Energy in Lisbon 
and will take place at approximately 
10 a.m. on the 9th ol February 1991. 

10. A maximum number of only three 
individuals per competitor may be 
present at the public lender ope- 
ning ceremony and must be duly 
accredited for ihe purpose ol repre- 
Hng the company at Ihe ceremony. 

11. The appraisal criterion far the bids 
for Ihe purposes of adjudication 
will be (hat of the best guarantee ol 
satis taction cl public interest with 
Ihe fallowing items (not in order 
ol priority} constituting preferential 
factors: 

- Technical and economic quafity of 
the project/plan; 

• Degree ol compfianca with the 
financial requirements of the tender: 

• Solutions pul forward lor guaran- 
teeing ihe /supply of gas: 

• planning Schedule tor project comple- 
tion with ttye specification of ihe date 
forecast lor the start up of ope- 
rations of the LNG Terminal and 
Pipeline; 

• Measures proposed for the minimising 
of the project's eventual negative effects 
on Ihe environment: 

• Proposed lime Omit far the exclusively of supply 
by the concessionaire. 

12. The 'notification for publication In tha Official Journal 
ol the European Communities was sent on ihe 25lh of September 
1990. 
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Transatlantic concerns 
now focus on recession 


THE dreaded R-word - 
recession — will dominate dis- 
cussion about economic condi- 
tions on both sides of the 
Atlantic this week. 

Tomorrow, in a week full of 
US data, the administration 
publishes its find estimate of 
third quarter gross national 
product at a time when many 
commentators are convinced 
that the economy is already in 
recession. 

The GNP second quarter fig- 
ures were revised downwards 
sharply last month from a i _2 
per cent annualised advance to 
a minimal 0.4 per cent growth 
rate. Analysts polled by MMS 
International, the finance 
research company, have pro- 
duced widely differing 
quarter GNP forecasts n 

from a 1 per cent anni 

fall to a 2 per cent rise. The 
consensus figure is for a 0.8 per 
cent rise, but this could reflect 
expectations of inventory accu- 
mulation rather than underly- 
ing strength. 

A more up to. date measure 
of the US business mood will 
come with October’s national 
Association of Purchasing 
Managers' index on Thursday. 
A drop in the index is held to 
indicate foiling activity and the 
MMS consensus suggests that 
the October figure should be 
43.5 per cent against 44.4 per 
cent the month before. Octo- 
ber’s US employment data on 
Friday will provide the mar- 
kets with a further insight into 
US activity. The MMS consen- 
sus figure envisages a civilian 
unemployment rate of 5.8 per 
cent, up from September’s 5.7 
per cent. 


US GNP 



In Britain, the week’s main 
event will be tomorrow’s quar- 
terly industrial trends survey 
from the Confederation of Brit- 
ish Industry. The CBI surv e y is 
highly regarded by the Govern- 
ment as an economic indicator 
and will be watched all the 
more closely since Mr John 
Major, the Chancellor, admit- 
ted last week that a shallow 
UK recession was “conceiv- 
able” in the second half of this 
year. The state of the nation’s 
industry will be debated fur- 
ther at the CBI annual confer- 
ence in Glasgow that starts 
next Sunday. 

The week promises to be 
uiet in continental Europe, 
Ithougb the German govern- 
ment will outline its 1991 bud- 
get on Wednesday and the 
Bundesbank’s policy-making 
central council holds a regular 
fortnightly meeting on Thurs- 
day. 

Other events and statistics, 
with median market forecasts 


S 


by MMS International, the 
finance research company, 
include: 

Today: UK, final money supply 
statistics for September, 3rd 
quarter Bank of England home 
loans figures. US, third quarter 
housing advances. Germany, 
provisional cost of living fig- 
ures. 

Tomorrow; US, 3rd quarter 
GNP deflator (5 per cent), Sep- 
tember new home sales. UK, 
September new vehicle regis- 
trations. Japan. September 
unemployment. 

Wednesday: US, Federal 
Reserve beige book, September 
factory goods orders (up 0.2 per 
cent), personal income (up 0.5 
per cent), consumers expendi- 
ture (up DJ3 per cent). Canada, 
August real GDP at factor cost 
(minus 0.3 per cent), September 
industrial producer price index 
(0.8 per cent). Japan. Septem- 
ber housing starts (down (L3 
per cent on year). UK, National 
Economic Development Coun- 
cil meets. 

Thursday: US, September con- 
struction spending, weekly 
money supply figures. 

Friday: US, October non-form 
payrolls (down 22JBO0), payrolls 

eX-CenSUS (fiat), Tn»nnfaHr irln g 

payrolls (down 35,000), hourly 
earnings (up 0.3 per cent), Sep- 
tember leading indicators 
(down 0.9 per cent). Japan, Sep- 
tember current account. UK. 
October official reserves, Sep- 
tember boosing starts and 
completions. Australia, Sep- 
tember current account (sea- 
sonally adjusted minus 
A$1.17bn). 

Peter Norman 


UK COMPANIES 

Market wary 
of M and S 
prospects 

WEDNESDAY brings the 
interim results of Maries and 
Spencer, the high street cloth- 
ing and food retailer. Worries 
that the company will warn of 
softer sales have prompted 
weakness in its share price 
recently. 

As for as the figures for the 
half-year to end-September go, 
analysts expect an increase in 
pre-tax profits to £225m-280m. 
from £308.7m. Better systems 
will have minimised the dam- 
age caused by difficult condi- 
tions on the high street In the 
UK But profits from the US 
Brooks Brothers men's outfit- 
ting business are likely to be 
down, being hit by the price 
war between US department 
stores. 

Also on Wednesday in a very 
quiet week for results, Fenner, 
the power transmission and 
conveyor belting company, is 
expected to announce an 
increase in pre-tax profits for 
the year ended August 30 to 
around £16m from £l3.3m a 
year earlier. But growth in 
earnings per share will be 
around 5 per cent because of a 
rights issue. 

The issue was meant to 
finance exp ans ion in Europe 
but with the money largely 
unspent so for, interest will 
have helped bump up pre-tax 
profits. 

In its transmission belt busi- 
ness. the outlook is stable-atr 
best Growth will be hard to 
achieve in Europe and the 
buoyant South African market 
is well supplied by local prod- 
ucts. At home, British Coal is 
closing pits and demand for 
coal is slackening. 


PARLIAMENTARY DIARY 



■ TODAY 
Co mm on s: Lords 
amendments to the 
Environmental Protection Bill. 
Lords: Dehate on the 
European Community 
Committee on Air. Traffic 
Control on Civil Aviation In 

a free market Question to 
government tin the role of 
the Council of Europe in the 
construction of a under 
Europe. 

■ TOMORROW 
Commons: Lords 
amendments to the 
Environmental Protection Bill. 


Lords: Broadcasting Bill, 
consideration of Commons 
amendments. Caldey Island 
Bill, second reading and 
remaining stages. Motion on 
the British Nationality (Hong 
Kong) Selection Scheme 
Order 1990. 

Select committee: Televising 
of Commons proceedings - 
subject, assistance for the 
deaf. Witnesses: Royal 
National Institute for the Deaf, 
British Deaf Association, Deaf 
Broadcasting Council and the 
broadcasting companies 
(Room 15, 5pm). 


■ WEDNESDAY 
Commons: Debate on noise 
abatement and the 
environment 
Lords: Environmental 
Protection Bill, Commons 
amendments. 

Select committees: 
Environment — subject, 
environmental effects of the 
destruction of the rain forests. 
Witnesses: Friends of the 
Earth and the World Wide 
Fund for Nature (Room 15, 
10.30am). 

Public Accounts — subject, 
Herstmonceux Castle. 


Witnesses: Mr J. Caines, 
Department of Education and 
Science and Sir Mark 
Richmond, Science and 
Engineering Research Council 
(Room 15. 4.15pm). 

Transport - subject, urban 
public transport, the light rail 
option. Witnesses: GEC 
Althsom Transportation 
Products and British Rail 
Engineering (Room 8, 

4.15pm). 

THURSDAY 

Both Houses will meet for 
prorogation. 


UK COMPANIES 

■ TODAV 

COMPANY MEETINGS: 
Armour Trust, 100 
Liverpool SL, 10.00 
Gold Greenlees Trott, The 
Athenaeum Hotel. 116 
Piccadilly. W., 11.00 
BOARD MEETINGS: 

Finals: 

Lowland Inv. 

Interims: 

Blacks Leisure 
Channel Tunnel Invs. 

Landu Hidgs. 

■ TOMORROW 
COMPANY MEETINGS: 
Altfcen Hume Inti., 
Honourable Artillery Co.. 
City Rd.. E.C.. 3.00 

SL David's Inv. Trust 
Queen's Chambers. 2 
North SL, Newport, 


Gwent. 12.00 

Welsh Industrial Inv. Trust, 
36 Elder St, E.C., 10.00 
BOARD MEETINGS: 

Finals: 

Anglo Park 
Barrett (Henry) 

Ensign Trust 
Low (William) 

VTR 

interims: 

Drayton English & inti. 
Future HIdgs. 

Jackson Group 
Powerscreen Inti. 

Reed InU. 

Thames Water 
■ WEDNESDAY 
OCTOBER 31 
COMPANY MEETINGS: 
Uncat, Head Office, Station 
Rd.. North Hykeham, 


DIVIDEND & INTEREST PAYMENTS 


■TODAY 
Alba i.75p 

Sank of Nova Scotia 25as. 
Barr & Wallace Arnold Tat. 

3P 

Do. “A" NV 3p 
Bredero Props. l. 2 p 
Canadian Pacific 23cta. 

Davis (Godfrey) 2.73p 
First Spanish Inv. Tst. 0.85 
Goodbead 3.75 p 
Hambro Countrywide O.OSp 
Institute Da Credltia Official 
Gtd. Fits- Rate Nts. 1982 
S44&37 

London Forfaiting 2-625p 
Mandarin Inti. 14 lets. 

Nichols (J.N.J (Vlmto) 4Jp 
Nurd In & Peacock 1.87p 
Sutcl I He, Spoakm a ri 2p 
Tamarts 8 * 2 % Cnv. Red Prf. 
2003 B.5p 

Texas Instruments IScts. 

Tyne Tees Television flp 

■ TOMORROW 

Bankers Inv. Tst 1DVA Deb. 
Stk. 2016 5.25pc. 

Courtaulds Textiles 4p 
Cowan da Grow idi»% Prt 
5-25p 

Dow Chemical 65cts. 

Great Western Financial Corp- 
Var. Rate Nts. 1883 S214.03 
Johnson. Matthey Mtg. 
Deb. Stk. 65185 42Spc. 

KansaJ Inti. Airport 9% Gtd. 
Bda. 1896 4Apc. 

MTL Instruments 1.2p 
Nestor- SNA i.l5p 
Northern Rock Bldg. Society 
Fltg- Bats Nts. 1892 £169,63 
Severfleld-Reeve ip 
Steetiey 4*s% Prf- 1.575p 

■ WEDNESDAY 
OCTOBER 31 
Atexon 5% Prf. 1.75p 
Amber Day 10*2% Prt. 99/2002 
5.25p 

Arcadian inti. 8 % Urn. Ln. Stk. 
83/94 4 pc. 

Artey 11 % Prt. 5.5p 
Armour TsL 10 * 2 % Una. Ln. 
Stic. 91/96 6-25pc. 

Associated Fisheries Ip 
Altwoods (Finance) NV 8 «a % 
Gtd. Red Cnv. Prt 4.2Spc. 
Baldwin 1.4p 
Baltic 1.B3p 

Bank of Montreal Fltg. Rate 
Debe. Sera. 9 1996 S210.83 
Batleys 10% Prt 5p 
Blacks Leisure 10 % Prf. 5p 
Blackwood Hodge 4.7% Prf. 
Z35p 

Blunden-Permoglaza 7 * 4 % 
Una. Ln. Stk. 90/86 3.625pe. 
Brltfsh-American Tobacco 6 % 


2nd Prf. Stk. 2.1p 
Brixton Estate 8V& 1st Mig. 
Deb. Stk. 86/91 3.125pc. 
Burman Castrai 8% Prf. 2.6p 
Do. 6% 1st Prf. Stk. 2-lp 
Do. 6% 2nd Prf. Stic. 2- Ip 
Do. 7k % Red Prf. Z5375p 
Campbell Soup 25cta. 

Cannon Street Invs. 3.3p 
Capital & Counties 5*4% Cnv. 
Prf. ZB75p 

Chemrtng Cnv. Red. Pid 3p 
Do. 4.9% Prf. 2.4SP 
Citicorp Banking Corp. Gtd. 
Fltg. Rate Sub. Nts. 10/96 
S210.63 

Do. Gtd. Fltg. Rate Sub. Cap. 

Nts. 1/87 3210.63 

Clyde Petroleum 0.5p 

Cookson iJ25p 

Dairy Farm IntL 1.3503. 

Dartmoor Inv. TsL 225p 

Dean & Bowes 2.75p 

Dundee A London Inv. Tst 5% 

Prf. Stk. 1.76p 

ERF 10% Prf. Sp 

El Ora Mining & Exploration 

I2p 

Electron House 3. Ip 
Ellis & Everard 7>« % Deb 
Stk. 67/92 3.62Spc. 

Estates Properly Inv. 10% 1st 
Mtg. Deb. Stk. 2011 Spa 
Do. 7 / 4 % Uns. Ln. Stk. 89/ 

92 3_875pc. 

Estates 6 General 6% Cnv. 
Red Prf. 3p 

Evens of Leeds 11 % 1st Mtg. 

Deb. Stk. 2025 5 .5 pc. 

Exploration Co. Bp 

Finlay Packaging 0.75p 

First Leisure 1 JSp 

First Natl. Fin. Corp. 10% Sub. 

Uns. Ln. Stk. 1992 Spc. 

Fitch RS I.Sp 

Foreign & Col. Inv. TsL 7% 
Una. Ln. Stk. 56/83 3.5pc. 
Gartmore Value Invs. 12^4% 
Deb. Stk. 1895 6.17PC. 

Gold Greenlees Trott 5p 
Gukdhaii Property 6% Prf. 2.ip 
Heavftree Brewery 11^% Prf. 
5.75p 

Howden Grp. B^% Deb. Stk. 
58/91 4.125PC. 

Do. 7\% Deb. Stk. 68-91 

xs7flpa 

Huntieigh Technology l2Sp 
Ingham (George) Ip 
Jackson (Wm.) 7^% Prt. 
2.625P 

Kingfisher 8 * 2 % Cnv. Uns. 

Ln. Stk. 2000 4.25pc. 

LASMO Oil Prod. Stk. 11.7267p 
Land Securltlea 7^% 1st Mtg. 
Deb. Stk. 91/96 3.625pc. 

Do. 6% 1st Mtg. Deb. Stk. 66/ 
03 3pa 

Latham (James) B% Prf. 4p 


Lincoln. 10.30 
BOARD MEETINGS: 

Finale: 

Bell Bros. 

Fenner 

Honeysuckle 

Interims: 

Aran Energy 
Atlantic Resources 
Bertam HIdgs. 

Black land Oil 
British Borneo Petroleum 
Cen [reway Trust 
Cullen's HIdgs. 

JMP 

Marks & Spencer 
Mezzanine Cap. & Inc. TsL 
2001 

Ralston Inv. TsL 
Rowe Evans Invs. 

Shiloh 
Tullow Oil 


Lister Ip 

London American Ventures 
Tst 3 ] 2% Deb. Stk. Rad 
l.75pc. 

Da 4% Deb. Stk. Red 2 pc 
London Merchant Securities 

7V.b Cnv- Uns. Ln. Stit 2000/ 
Q5 3J575pc. 

Lowe (Robt H) 6 > 2 *ti 1st Prf. 
2.275p 

Da 8.75% Cnv Red Prf. 4375 p 
Lowe's Companion I3cts 
US Group 2.75p 
Macanle (London) 7k % Uns. 
Ln. SO. 86.91 3e75pa 
Do. 7> 2 % Uns. Ln. Stk. 86 / 

91 3.75PC. 

Martey 2. ip 
Mayborn Up 
Mayne NicfcJess 20cts. 
McAlpIne (Alfred) 9% Prf. 45p 
Menzies (John) 5.75p 
New Zealand Inv. Tsi 1 2p 
NewerthiJI 6775% Prf. 3.387Sp 
Norbaln Electronics O.Tp 
Oliver 1.07p 
Do. "A" NV 1.0 I’D 
PHHCorp. 3003 
Peel HIdgs. 10 % Prf. 2.Sp 
Portsmouth & Sunderland 
Newspapers B% Prf. 24S72p 
Do. 11.5% 2nd Prf. 5. 43 Ip 
Proudfoot (Alexander) 6p 
Racal Electronics 7% Cnv. 

Uns. Ln. Stk. 09/14 3 5pc. 

Record Hidgs. i.isp 

Royal Bank of Canada Rig- 

Rata Debs. 2005 378.49 

SCE Corp. t HK i r 

Scottish Inv. Tat 4% Perp Deb. 

Stir. 2pc. 

Do. 4i( % Perp. Deb. Stk. 
2-l25pc. 

Da. 5% Perp- Deb. Stk. 2.5pC. 
Scottish & Newcastle Brews 
4.6% Prf. 2Jp 
Da 6.425% Prf. 3^1 25p 
Do. 7.6% tst Mtg. Deb. Stk. 

89/84 3Jipc. 

Seagram Distillers 123 b % Deb. 
Stk. 2012 61675pc. 

Sharpe & Fisher f-Sp 
Shaw Carpets B l j% Deb. Stk. 
88/93 4.25pe. 

Shires Inv. 3J>p 
Sl Davktn Inv. TsL IL8p 
TR city of London Tst 10\(% 
Deb. Stk. 2020 5.1Z5PC. 

TR High Income TsL 1.4p 
TharalaSp 
Tilbury 10£p 
Torday 6 Carlisle zap 
Toronto-Oamlnion Bank IBeta. 
Travis Perkins 2_5p 
Trfptevest ll.lBp 
Truathouae Forte 10.5% Mtg. 
Deb. Stk. 91/96 5-25pc- 
Oo. 7.25% 1st Mtg. Deb. Stic. 
88/91 3.62Spa 


Westerly 
■THURSDAY 
NOVEMBER 1 
COMPANY MEETINGS: 
Bryant Group. Cronmore 
House, Cranmore 
Boulevard, Solihull. 
W.Midlanda. 12.15 
Dowding & Mills, 75 
Harbome Rd.. 
Birmingham, 12.00 
BOARD MEETINGS: 
Final*: 

□aka Simpson 
Kalamazoo 
MMT Computing 
Smart (J.) 

Stanhope Properties 
Interims; 

BOA Hidgs. 

Burton wood Brewery 
Leigh Interests 


Do. (L25% 1st Mtg. Dob. Stk. 
B5/90 3.l2Spc. 

Do. 9.1% Uns. Ln. Stk. 95/2000 
LS5pc. 

Try 2p 

USF & O Corp- 73cts. 

Ultra mar 3.5p 
Wembley O-Bp 

Western Mining Corp. Hidgs. 
17cts. 

Wyndham 4p 

York TsL 8.5% Cnv. Prf. 

5.379452p 

■ THURSDAY 
HOVEM8KH 1 

AMEC 65% Cnv. Prf. 3.Z5pc. 
APV 3.15% Prf. 1-57&p 
Do. 4.55% Prf. 2275p 
Do. 5J5% Prt. 2.6Z5p 
Attican Hume Inti, ip 
American Into. Tech. 79c ta. 
American Tel. A Telegraph 
33cts 

Asda Property O.Bp 
Astec (BSR) 0.7p 
Bardon 5?* Cnv. Red Prf. 2.5p 
Bell Atlantic 59cts. 

BellSouth 67cts. 

Bristol Corp- 3>J% Deb. Stk. 
1.75pc. 

Bunzl 2.flp 

Dowding 6 Miffs 1.7p 
Dublin Pons 6 Docks Board 
4% Red Stk. 75/95 1.75pc 
Dunedin Worldwide Inv. Tst 
3»j% Prf 1 75pc 
Exchequer 3% Gss Stk. l.5pc. 
F. 8 C. Pacific Inv. TsL 0.55p 
Genflnance 1U1% Ln. Stk. 
2007 5.655PC. 

Do. 11.31% Ln. Stk. 2007 
5.655pa 

Glaxo 7\% Uns. Ln. Stk. 65/ 
95 3.87 5pc. 

Inv. Tsl of Guernsey 0^6p 
King 6 Shaxson 5% Prf. 1.75p 
Lamont Hidgs. 5.6% 2nd Prf. 
2.8p 

Do. 8% Prf. 1.05p 
Do. 10% 3rd Prf. 5p 
Lewis (John) Props. BU% Mtg. 
Deb. Stk. 93/86 4.125pc. 

Lincoln National 6Scts. 

London Saeurlties Ip 
MMI 0250 

Marks 6 Spencer 10% Prf. 

35p 

Marshalls 10% Prf. 6p 
Merchants TsL 4% Perp. Deb. 
Stk. 2pc. 

Mersey Docks & Harbour 1,7p 
Pacific Teiesls SOMa. 
Parkland Textile 1-575p 
Pent! and &312Sp 
Penloa4>2% Prf. 1.575p 
Properly Co. of London 2p 
Reeding Corp. 312 % Stk. 1078 
1.75pa 


Monarch Resources 
Westbury 

■ FRIDAY 
NOVEMBER 2 
COMPANY MEETINGS: 
MAI, Glaziers Hall, 2 
Montague Close. S.E., 
12.00 

Ricardo, Royal 
Aeronautical Society. 
Hamilton Place. E.C.. 12.00 

BOARD MEETINGS: 

InlsfftiiMw 

London & Edinburgh Trust 
Prowling 

Upton & Southern Hidgs. 

Company mootings are 
annual general meetings 
unloss otherwise staled. 


Seoitish inv. Tsl 3.85% PM. 
Stk. 1.92 Sp 

Do. 3.5% Ptd. SUL t.75p 
Do. 4.5S% "A" Prt Stk. 2 -27Sp 
Shonfbank Prop TaL % 

Prt. 2.G23P 
Do. 6 ( :i Cnv PH. 3p 
Singer 8 Frtodlander lp 
Stewart * Wight 90p 
Systems Reliability ip 
Torchmark 3Sca 

Trade Indemnity 0.9p 

Treasury 0^ <•. Ln. 85/88 
3 375pc. 

Trlotus 20“'# Prt. l.75p 
Union inti. 71. Prf. Stk. 2.45p 
Verity Hidgs. 7>j’.. DeP. Stk. 
B7/B2 3.75pc. 

Watnoy, Mann 6 Truman 7*%*.* 
Rod Dob. Stk. 67/93 3.6625pc. 
Whitbread 4 > 2 % 1« Prt. Stk 
1.575p 

DO. 8*k 3rd Prf Stk 2 Ip 
Do. 7% 3rd Prf. Stk. 2 4Sp 
Wilkes (James) 4^p 
Wllllsra 0 OSp 

Young 6 Co's Brswery 714% 
1st Mtg- Dob. Slk. 86/81 
3.62Spc. 

■ FRIDAY 
NOVEMBER 2 
ASW45P 

Anglo American Gold Inv. 
400cts. 

Baynes (Chart so) 0.4p 
Bowater 9 5p 
Christies Inti. 2.3p 
Copymora O.Sp 
Fisher | James) 2p 
HaU Engineering 3.3p 
Herring Son & Daw 3p 
Jos Hidgs. 3A2Sp 
Kingfisher 3.8p 
Klemwen Smaller Co's Inv. 

TsL 1.35p 
Lineal 3.3p 
Noble Ra radon O.lp 
Pearson I0.75p 
Plasmac 1.8p 
P-E Inti. 2p 
Serna 0.Bp 
Sum It 2p 
Teltos 3. Op 

Waterman Partnership 4p 
Willis Corroon 8.9p 

■ SATURDAY 
NOVEMBERS 
Cornwall Parker 3.9p 
Da -A - NV 3.9p 
Treasury 15>i«%Ln. 1996 
7.625pa 




iy?f 



Advertise your house 

in full colour in the Weekend 
FT. 

To find out more, call Lesley 
Proctor on 071-873 4896 




MANAGING DIRECTOR/SALES 

Atwood Richards, the oldest and largest 
corporate reciprocal trading company in 
North America, with eleven offices around 
the world, is looking for ma n agi n g directors, 
representatives and sales personnel to 
supervise and develop alternate forms of 
consumer product sales in Europe. In light of 
recent economic and political developments, 
we have particular interest in expanding our 
efforts in Germany. 

Candidate must have at least 10 years of 
general international business experience with 
emphasis in sales; must speak and write 
English fluently and must be able to work 
independently and within an international 
structure. 

Send resumes to: M-Deitcher 
Atwood Richards 
99 Park Avenue, 

New York, New York 10016 
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COMPUTER 

NETWORKING 


The Financial Times 
proposes to publish this 
survey on: 

20 NOVEMBER 1990 


For a frill editorial 
and advertisement 
please contact: 


MEYRICK SIMMONDS 

on 071-873 4540 

or write to him at 

Number One 
Southwark Bridge 
London 
$E1 9HL 
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HYiiTT HOTELS & RESORTS 

ASTA PATTFtf! 


HOTELS 

AuftuiBi 

Hy»u Begaocy Adelaide 
The Hyair Hood Canberra 
Hyatt on Coffins AWboumc 
Hyatt Regency Perth 
Hyatt King^ag Sydney 
Park Hyatt Sydney 

ftopk’s Rqxifafic ofQma 
Hyatt Tianjin 
Hyatt Krgmcy Xian 


H' 


Hoog K cog 


Kong 


IHytet 

Tr vffa 

Hyatt RhgMxy Delhi 
lodmesB 

Hyatt Aiyadntaj^sna 
Hyau Regency Surabaya 
Grand Hyatt Jakarta (opening early *91) 


Centmy Hyatt Thkyo 

Korea 

HyanR egax y Pusan 
Hyatt Barney Seoul 


Hyatt Kinabdn 

Hyatt Shujans ffaed & Country Qub (K.L.) 
NewZeahnd 


Hyan Regency Manila 


*fihun 

Grand Hyatt Taipei 
Thailand 

Grand Hyatt Erawan Bangkok (opening mid *91) 


RESORTS 

Hyatt Begmcy Sancmary Cove (Gold Coast) 


Kp H and s 

HyanRcgajcyRji 

Hyan Regency T^iiri 

TnAinwiii 

Bali Hyatt 

Grand Hyatr Bali (qxning early *91) 
Kona 

Hyatt RegrocyChqn 

Mem 

Hyatt Regency Marat 



Asia Pacific 


Hysatl 

MananaMawtk 




HOTELS c. k E S O R T S 


Near Zealand 
Hyatt Kmgsgate Rotorua 


For reservations and more information about Hyau Hotels and Resorts worldwide, call your travel planner or in London call (071) 580-8197. 

In [he U-K. call loll-free (0345) 581-666. 

H^Ha^tiLi lJ a M krataBrawnlWtbfllriWMdtegCMMHltelVSSaaiWMaaiakt— ywUH«<AO»ronJMartHMliiwiimiiMl&i T i»^«. 
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FINANCIAL times conferences 

STSE"" 10 " 

13 November - London 

confe^T^ 1 ? Times 'P°wer in Europe World Eleclricily 
forum tr. Ce has esta biished itself as Europe's leading 

elertH„ anal Y s *s and discussion of issues in the 
eiectncrty business. 

dominant theme in this year's conference is the 
dowJTS electricity's protected markets; the breaking 
whirl. 01 U i ty mono POHes and the opportunities, and risks. 
- rifori i- arse tro,n bringing electricity within market 
mr»i_ Ine, ~ ^his is particularly appropriate as the 
th 1 wUl . be held In the same month as the first of 
_ , w s electricity privatisations, of the twelve distribution 
companies, takes place. 

■ M r A ^cy Barnevik, President and Chief Executive Officer 

,j . Asea Brown Boverl Ltd will give the Keynote 

Address. The distinguished list of international speakers 
also includes Mr Yii-Huai Chang ol Taiwan Power 
Company; Mr Philippe Bodson of Electrabel: Dr Otto 
} Ma l«'wski of Bayemwerk AG; Mr Alessandro Ortis of ENEL 
and M. Pierre Lederer of EDF. 

J EUROPEAN BUSINESS FORUM - BUSINESS IN CENTRAL 
AND EASTERN EUROPE 
26 & 27 November - Rome 

■ Once every two years the Financial Times arranges a 
* high-level European Business Forum in Rome. 

Developments In the Soviet Union and In Central and 
. Eastern Europe will be the principal theme for this year's 
- agenda. The conference will interpret political and 
economic developments and will provide an authoritative 
briefing on the prospects for manufacturers, bankers and 
other business leaders as the former Eastern Bloc 
economies open up. 

Dr Guido Carli, Italian Treasury Minister has agreed, in 
principle, to give the keynote opening address on the 
political arid economic scene in Europe over the next ten 
years and other contributors include: Ambassador Renato 
Ruggiero, Italian Foreign Trade Minister; Professor Ivan 
Ivanov, Soviet State Foreign Economic Commission; Dr 
V&clav Klaus. Minister ol Finance. Czechoslovakia; Mr 
Ferenc Rdbar, Hungarian Minister of Finance; Mr Viktor 
Gerashchenko of Gosbank; Professor K Lotkowski, Adviser 
to the Polish Finance Minister; Mr Horst Krenzfer of the 
Commission of the European Communities; Dr Franco 
Nobili of IRI; Dr Axel Lebahn of Deutsche Bank; Ing Paolo 
Cantarella of Rat Auto and Dr Sergio Siglienti of Banca 
Commerclale Italians. 

PETROCHEMICALS IN EUROPE - THE NEW SCENARIO 
28 & 29 November - London 

The Financial Times second Petrochemicals conference 
brings together a distinguished panel of top Industry 
executives to debate the key issues of current concern. 
After seven years of strong growth, the international 
petrochemicals business enters the 1990s facing -several 
pressures and a period of uncertainty and volatility. The 
conference will examine supply and demand, sustaining 
profitability, the challenges and opportunities in Eastern 
Europe and the impact of world oil prices on petrochemical 
operations. Mr Jim Gordon, Chemicals Co-ordinator of 
Shell International Chemical Company will deliver the 
opening address, and speakers taking part include; Mr 
Bryan Sanderson, Chief Executive Officer, BP Chemicals; 
Sir Denys Henderson, chairman of ICI; Mr Abdulaziz 
Ibrahim Al-Audah. President of Saudi Methanol Company; 

M. Jacques Puachal. President of Alochem; Mr Simon de 
Sree, Member of the Board of Managing Directors. NV 
□SM and Mr Hugo Lever, Director General of CEF1C. 

AH enquiries should be addressed to: 

Financial Times Conference Organisation, 

126 Jermyn Street, London SW1Y 4UJ 
Tel: 071-925 2323 (24-hour answering service) 

Telex: 27347 FT CONF G Fax: 071-925 2125 


APPOINTMENTS 


Moves at 
United 
Precision 
Industries 


m UNITED PRECISION 
INDUSTRIES. Newark, has 
appointed Mr Roy Hammond 
as group manufacturing 
director. He will relinquish 
his post as managing director 
of RHP's industrial bearings 
division, but will continue to 
oversee the group's 
engineering function until a 
director is appointed. He is 
succeeded at industrial 
bearings by Mr Paul Stevenson 
and Mr Peter Wheeldon as 
joint managing directors, with 
responsibility for supply and 
marketing respectively. Mr 
Wheeldon will also be 
responsible for RHP's 
international division. Mr Bill 
Constance has been appointed 
deputy managing director of 
NSK-Europe responsible for 
sales and marketing. Mr 
Richard Knowler becomes 
company sec retail of UP1. Mr 
John McAndrew is made 
finance director of RHP’s 
industrial bearings division. 

Mr Tom Fremantle has been 
appointed general manager, 
linear bearings, RHP's 
precision division. UPI is a 
subsidiary of NSK Japan. 



GIROBANK, a subsidiary of 
Alliance & Leicester Building 
Society, has appointed Mr 
Lewis J. Evans (pictured) as a 
deputy- managing director. He 
was head of UK commercial 
banking, Lloyds Raok , and a 
director of Lloyds 
Development Capital, 
International Factors, and 
Alex Lawrie. 

Mr Roger K. White has been 
appointed sales director of 


SEAC, a Halma Group 
subsidiary specialising in 
custom fasteners. 



ELECTRON HOUSE has 
appointed Mr Simon Stock 
(pictured) as group finance 
director from November 1. He 
has been a UK corporate 
development executive at 
Hanson, and commercial 
director of tbe United 
Comunications Group, part of 
MAI. Mr Stock succeeds Mr 
Timothy Redborn who has left 
to pursue other business 
interests. 

■ Mr J. Michael Mlddlemas 
has joined the board of 
BARBICAN HOLDINGS as a 
non-executive director. He is 
a former senior partner of 
Touche Ross & Co. 



Mr Roy Foster (pictured) has 
been appointed managing 
direc tor o f the European arm 
of UNITED STATES FLEET 
LEASING, a subsidiary of 
United States Leasing Inc, San 
Mateo, California, part of tbe 
Ford Financial Services Group. 
Mr Foster was marketing and 
sales director for Avis Europe 
Lease. 

■ Mr David Harrison. Mr Mike 
Williams, and Mr Stephen 
White have been appointed 
directors of TMD 
ADVERTISING HOLDINGS. 


CONSTRUCTION CONTRACTS 


Development in Gibraltar 


TAYLOR WOODROW 
INTERNATIONAL, in joint 
venture with the government 
of Gibraltar, is to develop a 
residential, commercial and 
marina centre, valued at over 
£90m. in Gibraltar’s old har- 
bour. The project, to be known 
as Queensway Quay, is set to 
start soon. 

Close to Gibraltar's city cen- 
tre and 10 minutes drive from 
the international airport, 
Queensway Quay will cover 
some 23 acres on the Rock's 
west coast It will have apart- 
ments, marina, hotel and lei- 
sure amenities, offices, restau- 
rants and shops. 



Phase one consists of more 
than 120 apartments set beside 
extensive pedestrian areas 
overlooking the marina. The 
apartments will consist of a 
mix of one to four bedrooms, to 
be sold on long leases. 

The complex will incorporate 
three private leisure decks at 
first floor level, two with swim- 
ming pools. Extensive Internal 
parking facilities are also 
included. 

A series of retail units inte- 
grated into the structure at 
ground level will offer over 
2,000 sq metres of floor space 
fronting the pedestrianised 
quayside. 


London Underwriting Centre 


LAING LONDON has been 
awarded a £3843m contract for 
tbe fitting out of the London 
Underwriting Centre at 3 Min- 
ster Court in the City of Lon- 
don. 

The London Underwriting 
Centre, acting as agents on 
behalf of Tbe Royal Bank of 
Scotland, awarded the building 
contract. 

The contract involves an 
extensive package of internal 
work to make the 260,000 sq ft 
of offices habitable for upwards 
of 100 insurance company ten- 
ants who will occupy the build- 
ing. 

One of the first tasks will be 
to alter the steelwork to allow 
16 escalators to be suspended 
in the centre of the atrium. 


They will provide access from 
the ground to the seventh 
floors of the nine-storey build- 
ing. 

Other work will Include 
creating dining and kitchen 
areas on the mezzanine level 
and installing suspended ceil- 
ings, raised floors, carpets, par- 
titioning and glaring. 

New offices for Manchester 
city centre and living accom- 
modation at Risley remand 
centre are among £14Jhn worth 
of orders won by Laing North 
West 

Tbe largest is an £8-3m con- 
tract awarded by GRE Proper- 
ties for a development In John 
Dalton Street which will 
involve demolition of a nine- 
storey block. 


The 25 year-old building will 
be replaced with modem air 
conditioned offices on five 
storeys with parking at base- 
ment and sub basement level 

The development, due for 
completion in July 1992, will 
have a reinforced concrete 
frame clad with brick and nat- 
ural stone. 

The Home Office has 
awarded a £5.5m contract for a 
three-storey living block con- 
taining 168 cells at Risley 
remand centre. 

At Blackpool, the Depart- 
ment of Social Security bas 
awarded a design and con- 
struct contract, valued at 
£495,000, for the conversion of 
a stationery store at Clarke 
House, Norcross, into offices. 


Wilcon wins warehouse-office orders 


WILCON CONSTRUCTION, a 
member of Wilson (Connolly) 
Holdings, has secured con- 
tracts worth in excess of 
£15.6m. 

Heading tbe list is a £S.9m 
contract for two warehouses 
with offices attached in Hun- 


tingdon, on behalf of Vanbrugh 

T-anri. 

A £5 m project to build ware- 
house and office facilities in 
Northampton will be under- 
taken for Legal and General 
Property. 

Other work includes a £2- 6m 


order to build campus residen- 
tial accommodation for Nene 
College Higher Education Cor- 
poration in Northampton and a 
£2.lm scheme for business 
units in the Beckenham Metro 
Centre for Midas International 
Properties. 


Building factory units at Livingstone 


M.J. GLEESON GROUP has 
secured a clutch of factory, 
bousing and water contracts in 
Scotland and northern England 
worth over £8m. 

At Livingstone, Gleeson is to 
construct advanced factory 
units on three sites at a cost of 
£2.54m for the Development 
Corporation. 


Meanwhile, Gleeson has 
commenced building work on 
52 houses and flats, valued at 
£2_33m. in Sheffield for United 
Kingdom Housing Trust; and 
at RAF Dishforth, Yorkshire, 
50 homes worth over £lm will 
be constructed for the Property 
Services Agency. 

In Northumberland. Gleeson 


is to undertake the £l-5m refur- 
bishment of houses and flats 
for Newcastle upon Tyne City 
Council plus additional works 
worth £877,000 for Newcastle & 
Gateshead Water Company at 
Whittle Dene water treatment 
works - where the group is 
already progressing a £5.35m 
redevelopment scheme. 
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Facilities 
for London 
University 

J JARVIS & SONS has started 
work on a £4.2m advanced cen- 
tre for biochemical engineering 
for University College. London 

The single-storey reinforced 
concrete semi-basement Diiua- 
ing measuring 32 metres by -3 
metres will have a mezzanine 
floor and a landscaped roof. 
Part of a £12m phased project , 
the contract will eventual I > 
link with the basement of a 
five-storey building to be con- 
structed in phase two. 

J. Jarvis & Sons will also 
commence work shortly on the 
£1.3m first phase of a develop- 
ment in London's Camden 
High Street, comprising single- 
storey retail premises for Inter- 
national Caledonian Estates. 


£ 16 m corporate 
headquarters 

ALFRED McALPINE 
MANAGEMENT has won con- 
tracts worth a total of £26. 8m. 

The largest is a £l6m design 
and build contract, awarded by 
Capital & Counties, for a 
125 ,000 sq ft corporate head- 
quarters building at Borcham- 
wood. Hertfordshire. ‘'Imperial 
Place”, as the development will 
be known, comprises three 
interlinked buildings of four, 
five and six storeys, together 
with secure parking for 500 
cars. The project is due for 
completion by June 1992. 

Alfred McAlpine has been 
awarded a £l0-2m design and 
build contract by Tesco to con- 
struct a superstore on Lancas- 
ter Way, Bishops Park. Bishops 
Stortford. The store will pro- 
vide 40.000 sq ft main retail 
area, petrol filling station, com- 
munity centre, public house, 
three shop units and a 578 
space car park. Hie project is 
due for completion by Febru- 
ary 1991. 

The company is to fit-out the 
Chester office of the Bank or 
Scotland at £660,000. 
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When prices go down 

YOUR SHARE PORTFOLIO SHRIVELS UP. 


But the CAC 40 stock index futures 

CARRIES MORE WEIGHT. 



TOOAY. MORE THAN EVER. 
STOCKS MARKETS ARE VOLA- 
TILE MATIF SA HAS CREA- 
TED THE CAC AO FUTURES 
CONTRACT TO PROTECT 
YOU AGAINST POTENTIAL 


FALLS IN STOCKS PRICES 
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FAITHFULLY REFLECTS THAT 
OF THE STOCK EXCHANGE AS 
A WHOLE IT WORKS VERY 
SIMPLY: A PORTFOLIO MANA- 
GER FEARING A FALL IN 
SHARE PRICES WILL CHOOSE 
TO SELL THE CAC 40 
LAUNCHED TAKING INTO ACCOUNT THE FUTURES CONTRACT : IF SHARE PRICES 
LESSONS OF THE OCTOBER 87 CRASH. IT FALL. HE WILL BENEFIT FROM A SELLING 
MET WITH IMMEDIATE EFFICIENCY. THE PRICE DEFINITIVELY FIXED THANKS TO 
MINI-CPASH OF OCTOBER 1989 AND THE FUTURES SALE. THE CAC 40 CONTRACT 
SERIOUS EROSION IN SHARE PRICES AS A HAS BECOME ONE OF THE FEW 
RESULT OF THE GULF CRISIS THIS SUM- CONTRACTS THAT REALLY COUNT IN 
MER PROVIDE AMPLE CONFIRMATION OF INTERNATIONAL PORTFOLIO MANAGEMENT 


ITS CONTINUING EFFECTIVENESS THE 
CAC 40 GIVES THE PORTFOLIO OR FUND 
MANAGER WHAT HE HAS LONG BEEN WAI- 


IN THE MONTH OF AUGUST 1990. OVER 
10.000 CONTRACTS WERE EXCHANGED 
EVERY OAY. FOR A MONTHLY TOTAL OF 


TING FOR. THE SECURITY OF KNOWING 2 13.000 CONTRACTS IN TIMES OF 


THAT HIS PORTFOLIO WILL NOT SHRIVEL 


CRISIS AND INSTABILITY AS UN. 


UP EVEN WHEN SHARE PRICES 


CERTAINTY INCREASES 


FALL. THE CAC 40 IS AN ^ A T I F T * E CAC 40 CARRIES 

INDEX WHOSE VALUE MORE WEIGHT. 

ASK FOR THE "CAC 40 CONTRACT" BROCHURE FROM THE COMMUNICATION DEPARTMENT MATIF SA 
1 76 rue Montmartre 75002 PARIS ■ TEl i 33- 1 i 40.28.82 82 
MINITCL SERVICE- 36 1 7 MATIF 
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Poised to exploit 
polyglot talents 

A Viennese legal firm aims to help companies bridge the cultural 
divide between west and east Europe. Judy Dempsey reports 


*7 remember when my father 
used to take his business col- 
leagues to the frontier. Att of a 
sudden, without teaming, the 
road stopped. Then they saw 
the high barbed-wire fences. I 
hated that world. I did not go 
there. I hated those borders." 

T hose borders and 
those dark days are 
finally over for Mich- 
ael Goriany, the joint 
partner of Goriany, Jakobljev- 
ich & Partner, one of Vienna's 
largest law firms. 

The offices, located on the 
fo urth fl oor of an elegant istth 
century building in the centre 
of the capital, is now a hnb of 
activity. And no wonder; the 
opening up of eastern Europe 
is giving the law firm opportu- 
nities to. exploit its talents. 

“First and foremost, all the 
reforms, especially privatisa- 
tion, require communication. 1 
do not mean knowledge of the 
languages. I mean understand- 
ing the mentality of the people 
emerging from four decades of 
communist rule.” 

Goriany believes that the 
kind of knowledge of, and' 
demands made by, his western 
clients, are simply “too sophis- 
ticated. They have the technol- 
ogy, the information, the 
know-how at their finger-tips. 
Their east European counter- 
parts have had none of these 
instruments, neither in the 
past, nor even today." 

This is where his firm’s 
strengths come into their own. 
“As lawyers, it is our task to 
reduce that sophistication. 
Sometimes, it requires going 
over the same contract five 
times as a means of bridging 
the two worlds. Each side must 
understand how both perceive 
the text, the terms, the condi- 
tions." 

For various reasons, Goriany 
and his colleagues - Croats 
and Hungarians, Slovaks «nri 
Czechs, Austrians and British 
- are well equipped to fulfil 
this role. 

The firm, which has a staff' 
of 20 - minuscule by British 
standards but large by Aus- 
trian ones - is in the envious 
position of employing native 
speakers, not surprising given 
that almost half the names In 
Vienna’s telephone directory 
are Czech. 


JakbbDevich’s family Is orig- 
inally from Croatia. Geza 
Sitnonfay, another partner, is 
from Hungary. They all have 
relatives and friends in central 
Europe. Thus, they have inher- 
ited from their parents and 
tTip culture of this part 
of Europe and have imbibed 
the memories, perceptions and 
sentiments of the native peo- 
ples. 

Goriany's father, a Slovene, 
who was bom near Zagreb in 
Croatia, Yugoslavia, joined the 
Military Academy In Vienna 
during the First Austrian 
Republic which was formed 
srmr the enTTapag of the Haps- 
bmg Empire in 1918. 

Alter the Second World War, 
Goriany senior remained in 
Austria, worked at petrol-DH- 
ing stations, and made his way 
up to became director of Mobil 
Oil's operations in Austria. 
Sometimes he took visiting col- 
leagues to the country's east- 
ern borders. All they could see 
was barbed-wire and border 
patrols. 

The young Goriany, who was 
bom in Austria in 1944, but 
who regularly revisits his roots 
in Croatia, studied law in 
Vienna, worked for 12 years 
with, and became a partner of. 
the law firm, Grohs and Hofer. 
In 1988, he set up his own 
office with the aim of opening 
up contacts with central 
Europe. 

But besides cultural 
geographical links, the coun- 
tries of central Europe share 
the same legal tradition with 
Austria, particularly in aspects 
of company law. 

"Because of the Hapsburg 
empire, we have a common his- 
tory and common legal back- 
ground. What is useful is that 
Austrian law, which has paral- 
lels in Hungary and in Czecho- 
slovakia, is modelled on part of 
the German legal system - 
particularly in liability," 
explains Goriany. 

These factors encouraged the 
firm to seize the first opportu- 
nity to open up offices in Brati- 
slava and Prague just six 
months after the revolution 
last November which toppled 
the communists from power. 
Two years earlier, it had 
opened an office in Budapest 
All the offices employ local 


staff. And Goriany believes the 
expansion has clearly paid off 

He recalls how one of his 
German clients was interested 
in buying a steel mill near 
Budapest. Considerable foreign 
competition was involved. “We 
mobilised our forces. The Hun- 
garian side of our business, 
besides providing the lan- 
guages, provided the inside 
details about the firm. Vienna 
provided the legal back-up and 
the communication. 

"We married it all together. 
We beat the competition. We 
drew up the contract with the 
management and signed the 
purchase deal." 

The firm has also won the 
confidence of the Slovak gov- 
ernment It is now one of the 
advisors to Augustin Marian 
Huska, Slovakia’s Minister for 
the Administration and Priva- 
tisation of State Property. It is 
also co-operating with the 
Institute of Economics at Brati- 
slava on, among other topics, 
privatisation. 

■ But besides opening offices, 
providing the languages and 
thft teTant for co mmunicating 
detailed technical information 
from western European and US 
clients to clients in eastern 
Europe, Goriany is acutely sen- 
sitive about the base from 
which his colleagues in the 
capitals of central Europe must 
start out. 

"Although our legal tradi- 
tions may be similar, you must 
remember that Czech lawyers 
have had no opportunity to 
practice law for the past 40 
years in the sense that they 
could not deal with foreign law 
offices. As a result, today, they 
have no idea how to proceed 
with contracts. That is one of 
OUT taste*- to help them deal 
with the outside world." 

Hie explains how psychologi- 
cal factors could inhibit such 
progress and contacts. Even in 
Hungary, which embarked on 
economic reforms several years 
ago, Goriany says that the per- 
vasive fear which character- 
ised communist rule has been 
replaced by another; fear of the 
unknown. 

“The people do not know 
what is expected of them. All 
the rules of the game have 
changed. Nobody knows what 
their new role Is. It was all cut 



Hungarian*, Slovaks, Czechs, Austrians and Britons 


and dried under the old sys- 
tem. But now, with the market 
economy, people are beginning 
to realise that it will be very 
difficult That is why we must 
co-operate with them and build 
up their confidence.” 

His office In Vienna conveys 
this sense of a special relation- 
ship with the capitals of east- 
ern Europe. Thanks to the 
changes in eastern Europe, one 

Of the Jaw ra mrn ntpn 

by boat every day from Brati- 
slava, the capital of Slovakia, 
which is only 60 kilometres 
fr om Vienna. 

Another of his assistants 
gives Hungarian lessons to one 
of the British lawyers. It is pos- 
sible to do business in Buda- 
pest in a day. The early train 
leaves Vienna at 8am, arrives 
at II and returns to Vienna at 
9pm. Goriany points out that 
Vienna is closer to Budapest 
than to Salzburg. 

Yet despite the remarkable 
changes in eastern Europe, the 
Austrian public, and indeed 
the establishment, have been 
slow to respond positively to 
the new political atmosphere. 

Goriany recalls when earlier 
this year he was invited to give 
a lecture in Budapest. “I 
described the firm as having 
offices in Vienna and Buda- 


pest A few days later, a com- 
mittee within the Law Kammer 
(Association) criticised me for 
advertising the fact that we 
had an office in Budapest. 
They said it was unfair compe- 
tition!” Goriany says by 
describing his firm in that 
way, all he had wanted to do 
was to grant Budapest a simi- 
lar status to Vienna and 
inspire confidence among his 
Hungarian colleagues 
“I was furious about the 
Rammer's reaction. 1 suppose 
the point is that in Austria, a 
Joyful laziness prevails over 
the fight for progress. Because 
we easily accept authority, we 
are not innovative. We do not 
criticise or speak out. Titles 
and bureaucracy stand in the 
way of change” 

But as an optimist, he 
believes the climate in Vienna 
is changing. Law firms from 
other countries in western 
Europe can now set up in Aus- 
tria. The pull from the Euro- 
pean Community and the inte- 
gration of the Single Market in 
1992 is shaking Austrians out 
of their lethargy. 

Goriany hopes that enthusi- 
asm for the changes taking 
place in the east will blossom 
among Austrians. His firm has 
planted the first seeds. 


Quality in Spain 

A step in the right 

By Marina Specht and James McCarthy 


S pain has a quality prob- 
lem. The cost of defective 
products and services In 
an average Spanish company 
is equivalent to 20 per cent of 
sales, compared with 5 per 
cent in west Germany and 
Japan, according to estimates 
from Gestion y Control de Cat 
idad (GCC), a Valencia-based 
quality consulting firm. In the 
UK tt IS 10 per cent of GNP. 

Poor quality of service is so 
strongly rooted In Spain that 
Spaniards have even invented 
the word chapusa to describe 
the thousands of mistakes 
made every day through negli- 
gence and lack of rigorous 
application. 

Nowhere has chapusa gained 

more International recognition 

than in tourism, Spain’s big- 
gest industry. Spain used to be 
Europe’s holiday playground, 
offering cheap holidays to 
masses of foreigners. But It 
has become expensive. As a 
result, tourist revenues 
dropped per cent In the 
first half of 1990 - In June 
alone they were 22J! per cent 
down on last year. 

“The main reason for the 
current crisis is the poor price- 
quality ratio," admits Ignacio 
Fuejo, Spain’s chief tourism 
official. Since prices are not 
going to fell, “the only solu- 
tion is to improve the quality." 

The picture Is not all bad. 
Spain’s entry Into the EC mid 
the prospect of the single mar- 
ket in 1992 have increased 

Spanluh K udu watmwi' e BWStC- 

ness of the quality problem. 
“A growing number of Spanish 
companies Is currently imple- 
menting quality improvement 
programmes for the first 
time,” says Jose Luis Villa de 
la Torre, head of the service 
sector branch of the Spanish 
Quality Association (AECQ. 

In Valencia. GCC began ear- 
lier this year to hold work- 
shops for the local hotel indus- 
try, sponsored by the city's 
tourism board. The goal is to 
improve service quality in the 
hotels of the programme’s 200 
participants. 

"The employees have to be 
trained to understand the pur- 
pose of the systems we’re 
implementing,” says Pedro 
Roque, general manager of 
GCC. As for the hotel owners, 
“they have to understand that 
the goal of a hotel is not only 
to make money, but to deliver 
a good service." 


Not all efforts, though, seem 
to be bearing fruit Banco Bil- 
bao Vizcaya (BBV), the coun- 
try’s biggest private bank, was 
the first Spanish bank to 
appoint in 1386, an ombuds- 
man to arbitrate an customer 
complaints, and a year earlier 
established a "quality circle” 
programme which today com- 
prises some 100 circles made 
UP of 1,000 bank employees. 

"They voluntarily meet in 
small groups to address a 
quality Improvement Issue of 
their own choosing,” says 
Alfonso Herrero, human 
resources director at BBV. 
Another 1,000 employees are 
Involved in the bank's "quality 
committees”. 

Despite these efforts, "the 
quality of service at BBV has 
declined dramatically since 
the merger of Banco de Bilbao 
and Banco de Vizcaya in 
1988," maintains Luis Maria 
Hoete, a professor of quality 
management at the ZESE busi- 
ness school in Barcelona. 


Little to do with 
national culture 


However, with Increasing 
competition from foreign insti- 
tutions, Spanish hank clients 
are beginning to notice that 
all is not as it should be. The 
financial services sector Is 
booming, but complaints 
against abbtibIbi institutions 
in 1989 increased by 34 per 
cent over the previous year, 
according to a report Issued 

annually by the Bank of Spain. 

BBV topped the list. 

Lance Arrington, president 
of quality mnnngomni t consul- 
tants, Philip Crosby, main- 
tains that the quality picture 
has little to do with national 
culture but all to do with bad 
management. “The Spaniards 
wifi simply have to use good 
management to solve their 
business problems.” 

The story of Peugeot Tal- 
bot’s onto plant in VlHaverde, 
near Madrid, suggests that 
this is so. Until six years ago, 
only 12 per cent of the vehicles 
which left the assembly line 
were free from defects. Today, 
between 92 and 98 per cent are 
free of errors. In addition, cus- 
tomer complaints have 
dropped by 40 per cent in the 
past four years. 

Peugeot’s Spanish plant now 


direction 


exports to Prance, Italy and 
the Netherlands. 

Unilever’s Madrid-based cos- 
metic subsidiary, Hilda Gibbs, 
also embarks upon a quality- 
improvement programme this 

autumn. The company has 
spotted internal organisation 
problems in Spain, following 
its worldwide merger with 
Cheseborough Pond’s in 1B87. 
“Our programme is aimed at 
solving these problems," says 
Federico Zwanck, EUda Gibbs 
general manager. By doing so, 
the company hopes to cut total 
costs by 8 to 10 per cent 
within two to three years. 

Many consultants are Jump- 
ing on the quality bandwagon. 
International management 
consultants such as Arthur 

Andersen and Peat Marwick 
are Intensifying their efforts 
in the booming market, and 
smaller consultancies have set 
up in business; they are all 
hoping that such events as the 
Barcelona Summer Olympics 
or the World Expo in Seville In 
1992 will need quality ser- 
vices. 

"Most companies In Spain 
spend 99 per cent of their 
training budgets on one per 
cent of their employees - top 
management," says Martha 
Williams, co-founder of Par 
Excellence - in Madrid. "Top 
manag ement needs to realise 
that a service company's 
image Is made or broken at 
the front line.” 

Not only do foreign manage- 
ment consultants believe that 
Spain has a service quality 
problem, but so does the Span- 
ish consumer. A recent study 
by OTR, a local market 
research firm, reported that 
almost two- thirds of all Span- 
iards doubted their national 
industry’s ability to compete 
in the common market. The 
most negative evaluation came 
from the 18 to 29 age group: 69 
per cent described the competi- 
tive ability of Spanish busi- 
ness as “quite bad" or "very 
bad”. 

"For many years this was a 
seller’s market,” says Zwanck. 
"Now there Is less demand, so 
quality must improve." As 
Spanish consumers become 
more critical and sophisti- 
cated, they are forcing busi- 
nesses to raise their standards. 
After all, one way to Improve 
the quality of products and 
services that you buy is to 
com plain about them. 



Who can show you America better than 

AMERICAN AIRLINES AND AMERICAN EXPRESS? 


Few companies understand the day-to-day requirements of 
business travellers to America as well as American Airlines and 
American Express. 

So when you fly Business Class to the U.S., you get all the 
comfort, service and amenities American Airlines is famous for. 

And when you use the American Express Card? you get 
the security and full travel and financial services that American 
Express is famous for. 

You can count on both of us. 


The American Express Card, 
frequent travellers rate it best 
for travel and entertainment. 


Bothofusserveall major US. business centres Wee Chicago. American Airlines offers daily 
non-stops from 11 European does. American Express has 250 Travel Service Offices nationwide, 
and the Card is welcome at fine hotels, shops and restaurants throughout America. 


American can fly you daily from 11 major European 
cities to more than 200* dries in the U.S. 



/©CmTi©ffO©©l© 



fSow dan Mrfed Mf Amman £agk 
fmOTan 1 ! rtgionil atria* anocUtt. 





Relax in this sumptuous 
leather seat, and enjoy our 
award-winning service. 


r omia Seafood Medley, a sample of gourmet cuisine you 
can select in Business Class. It’s part of the service that won 
the 1990 Business Traveller magazine competition for the 
best food and wine in the air. 



You will find a full range of 
travel, banking and Cardmember 
services at American Express 
Travel Service Offices in major 
cities throughout America. 



AmericanAirlines' Heards 


Something special in the air. 
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Much the same as us no doubt. 
Weekend FT’s Stuart Marshall was on the 
starting grid for European Car of the Year - 
and the race is on. Edmund Penning- 
Rowsell nosed out a really fine vintage for 
clarets - 1990, no less. Nicholas Lander 
lunched out on a business budget. Clive 


FINAN CIAL TIMES MONDAY OCTOUFR 

LEGAL COLUMN " ' : -■ 


Bar counts cost of changes 


By Robert Rice, Legal Correspondent 
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What did you 


get up to 


this Weekend? 


Fewins discovered a successful small 
business being carved out of stone. Lucia 
van der Post slipped into silky Sea Island 
Cotton. Michael Thompson-Noel teed off 
on a round of the world's golf holidays. 
Susan Moore and Antony Thorncroft 
tripped to Italy to sort out their Carpaccios 
from their carpaccios ... and so it went on. 

If your weekend was a little less 
colourful pick up a copy of the Weekend 
FT next Saturday and join us. 


Weekend FT 


THE Bar's report on Strategies 
for the Future, published last 
week, urges barristers to make 
further radical changes to the 
organisation and administra- 
tion of their chambers to keep 
the bar independent into the 
next century. 

Taken in the abstract, such 
exhortations to change, coming 
so soon after the Mackay 

reforms, may prove difficult for 
many hamsters to swallow. 
Many of the detailed recom- 
mendations for change (open 
market rents for chambers, 
marketing programmes, com- 
puterisation and financial sup- 
port for pupils and junior ten- 
ants) look an the surface like 
involving them in considerable 
extra expenditure without any 
immediately obvious benefit. 

Statements in the report to 
the effect that “the costs asso- 
ciated with these changes 
should not be regarded as 
expenses, but as an investment 
in the fixture which will yield 
positive returns” are unlikely 
to carry much weight with a 
profession made up of indepen- 
dent sole practitioners. 

With the aid of Coopers & 
Lybrand Delaine, the accoun- 
tancy firm, the report offers 
financial models in support of 
its arguments for change. 

At the end of 1988, Coopers 
carried out a survey of the 
organisational and economic 
implications of running l? sets 
of chambers chosen to achieve 
a cross-section of practice, size 
and location. 

Coopers was able to draw up 
financial models of the average 
net income before tax of all 
junior barristers participating 
in the survey and to show how 
that net income improved in 
proportion to the degree to 
which the changes recom- 
mended by the report were 
implemented. QCs were 
excluded. 

The average net income 
before tax of all survey partici- 
pants, weighted according to 
practice area, seniority and 
location in the same propor- 
tions as the Bar as a whole, 
was £30,000. 

If the participants were to 
practise in chambers -with 25 
members or more, spend in 
excess of 75 per cent of then- 
time in one area of law, focus 
on clients with dearly identifi- 
able needs and locate them- 
selves in provincial centres as 
dose as possible to the source 
of their work, average net 
income would rise to £38,000. 


Model of Indhriduai Barrister’s income and 

on present cost structure of highest performing chambers n c*' " 

excluding QGm,) . — • 

Practice Area Owii nrim* Crt oa/Cfvfl CommcrcW 5p#d«* , t_ WiluliIaiT Jtuerafl* ( 


Crtm/OvR 


Net Income 

(before tax) 

Turnover 

Contribution to 

Chambers' Costs 

(as % of turnover) 

Personal Practice 

Expenses 

(as % of turnover) 

Pensions at 17.5% 

of turnover less 

expenses* 

Components of 

Chambers'Costs 

Senior Clerk 

Junior Clerk 

and other staff 

Rent 

Rates 

Floor Area sq ft 
Other costs 


46,400 35,200 
75.000 60.000 
12,700 10,700 


im 

17.8% 

15.6% 

16.5% 

17.0% 

6.000 

6.600 

5.000 

4.000 

4,000 

8% 

11% 

10% 

5% 

5% 

9.900 

7,500 

6,500 

11,000 

10.900 

3£80 

3,190 

2.850 

4,220 

4,230 

P.92Q 

2J34Q 

1,950 

3,100 

3.110 

2.420 

1,520 

1380 

. 2,450 

2.690 

330 

230 

270 

200 

320 

[179] 

[911 

[1151 

POO) 

[240] 

3,000 

3,420 

1.070 - 

3,050 

3,060 
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Model of Individual Barrister’s Income and Expenditure by Piw 
on proposed restructuring — exducBng QCs) 


Practice AreafBesed 


Practice Area 


CtvB/Crfme Commercial 
S £ 


SpecfatHU WeJfihted Averafle 


Net Income 

(before tax) 

Turnover 

Contribution to 

Chambers' costs 

(as % of turnover) 

Personal Practice 

expenses 

(as % of turnover) 

Pensions at 17.5% 

of turnover less 

expenses* 

Components of 

ehambers'costs 

Administrative 

start 

Rent 

Rales 

Marketing 

Pupils 

Junior Tenants 
Computerisation 
Other costs 


3,640 

3,880 

3.380 

3,760 

3,000 

3,870 

4.680 

3.180 

320 

440 - 

350 

320 

1.680 

2,460 

2 ^ 00 ; 

1,450"“ 

1,970 

1,470 - 

1,470 

1,920 : 

1,590 

1,180 • 

1.180 

1,550 

940 

700 

700 

910 

1.160 

3^70 

3380 

2.710 


-Paraanuoo Man at tha la — t hoot. 


The two tables give a more 
detailed breakdown of the Coo- 
pers financial models. 

The first table gives model 
examples of how an average 
junior barrister in each of the 
main practice areas contrib- 
utes to the costs of running 
chambers at present The mod- 
els are derived from examples 
of the most efficient chambers 
in the survey. 


The net income figures in 
the first table assume that the 
first set of recommended 
changes relating to increased 
specialisation and regionallsa- 
tion have been put into prac- 
tice. 

The second table shows the 
effects of the recommended 
changes on barristers' net 
incomes after taking into 
account Coopers’ tentative esti- 


mate of the benefits to income 
of computerisation, marketing 
and paying pupils (trainees) 
and junior tenants. 

The net incomes shown in 
fire second table arc the sum of 
some net increases in barris- 
ters’ costs resulting; from the 
changes proposed to chambers’ 
operating arrangements : and 
the benefits to income that 
resultflnm the changes.'- ' . 
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An untapped 

s \ lucrative Economic 
W VjjfrAjl Exclusion Zone and a 
i L harsher economic 

climate in the 1990s 

have prompted a thaw towards 

outside investors by the socialist 
one-party regime. Michael Holman 
reviews the issues facing both the 
Seychellois and foreign business 

Potential in a 

1 

paradise 


mmk 









ONE OF the world's most 
? idyllic holiday destinations 
■ also has the good fortune to 
enjoy the hardy tapped poten- 
tial of a L3m sq km Exclusive 
: Economic Zone, where the fish 
harvest is bountiful and which 
just may include oil in com- 
. mercial quantities. 

After nearly IS years of 
ambivalence about the merits 
.of the foreign Investor, the gov- 
. eminent of the Seychelles 
appears to have decided that it 
needs more help to realise the 
potential Capital, technologi- 
cal know-how and «killn are 

- required by a micro-state of 
only 70,000 residents, nearly all 
of whom live on the three main 
islands. Another 112 smaller 

- islands make up the Seychelles 
archipelago in the western 

- Indian Ocean. 

By the end of this year, says 
Mr James Michel, ihe minis ter 
~ of finance, the government wDl 

- have completed its review of 
an investment incentive code, 

- drafted by the islands' Federa- 
. lion of Employers Association 

as representatives of the pri- 
vate sector. There are, says Mr 
Michel, “no substantial differ- 
ences of opinion" over the 

- draft If approved by govern- 
ment it could become law in 

- the first half of next year. 

Several sectors of the 


islands' economy would then 
be more attractive to outside 
investors: the growing tourist 
business, where the govern- 
ment intends to reduce or sell 
off Its share in a hotel rfratn; 
the expansion of Port Victoria, 
already providing a 'thriving 
bunkerage facility for Indian 
Ocean fishing vessels, where a 
dry dock is planned; and the 
increase of the Seychelles fish- 
ing fleet, together with more 
local processing of the catch. 

The oil sector, where a round 
of exploratory d rilling starts 
next year, is already covered 
by a model agreement offering 
joint venture terms. 

Whether this visum of the 
future becomes reality will 
depend to a great extent on one 
man: President France Albert 
Ren£, who has dominated Sey- 
chelles' politics since taking 
power in a coup barely a year 
after independence in 1977, and 
who established a one-party 
state in 197a 

He can rightly claim credit 
for some considerable eco- 
nomic achievements since 
independence. But policies 
which for the most part served 
the Seychelles well in the first 
decade now require review, 
while regional and interna- 
tional developments main? his 
one-party system lock increas- 




Impression of the Seychelles: the figures are based on local personalities. Artist Michael Adams has worked here since 1974 


tngiy Mim^hm n jg tric. 

In speeches In the course of 
this year Mr Rene has contin- 
ued to wave the banner of one- 
party socialism. This might 
well be rhetoric, for economic 
changes are in feet under way. 
And only last week Mr Ren£ 
hinted at the possibility of a 
refer endum on the mgritn of 
the single-party system. 

But the first critical test of 
the president’s willingness 
fully to implement the reforms 
that are needed will be the fete 
of the draft investment code 

Apart from being ahead of 
his time in putting environ- 
mental protection policies into 
effect, Mr Rext£ can point to 
other notable achievements on 
infent mortality rates and the 
literacy rate. 

Per capita income last year 
exceeded US$4400. and annual 
growth in real toms has aver- 
aged around 6 per emit: since 
1983 the citizens of the Sey- 
chelles have certainly enjoyed 
a for hi gher standard of living 


than any other member of the 
Organisation of African Unity. 

It is not detracting from 
these achievements to say that 
they were made when times 
and circumstances were com- 
paratively easier. 

Aid money was more readily 
available, for example. The 
Seychelles’ very success, set 
against the demands of impov- 
erished Africa and claims from 
eastern Europe, makes grants 
or concessionary finance less 
forthcoming. 

External debt servicing has 
reached is per cent of export 
earnings, while free education 
and health services are a grow- 
ing strain cm the budget. 

Growth in the tourist sector, 
the mainstay of the economy, 
was measured by numbers, 
now at record levels; today the 
task is to improve manage- 
ment of the sector, and raise 
resources for long overdue 
reinvestment in order to match 
tough regional competition. 

The state-owned corpora- 


tions - many of which do not 
publish publicly available 
accounts - still dominate the 
economy amid allegations of 
inefficiency and bureaucracy. 

The aknis shortage, always 
acute and exacerbated by emi- 
gration, is now a serious con- 
straint cm growth. 

Critics of President Rend, 
who won a th ird an d probably 
final five-year term in office in 
mid-year elections in 1989, 
have yet to be convinced that 
he has come to terms with the 
ideological shift that must now 
be made. The president has 
shrugged off events in Eastern 
Europe as of little relevance to 
the Seychelles. And in a speech 
last June Mr Rend said he had 
no intention of changing the 
one party system. Defending 
what is called "the socialist 
revolution” the president said: 
“I . . . would prefer to die 

than ahanHrm OUT Struggle." 

By the standards of most 
"socialist revolutions*’, the Sey- 
chelles’ version has been 


restrained. A foreign policy of 
non-alignment has not ban- 
ished a US satellite tracking 
station on Mahd, the main 
island, nor visits by British 
and US navy vessels. The cre- 
ation of some 30 state-owned 
corporations in Ihe mid-1980s 
did not life impossible 
for the private sector, although 
it was demoralising. 

The Seychell es Peo ple's pro- 
gressive Front (SPPF) has con- 
formed to the “socialist revolu- 
tion” model in one respect, 
however. Eva- since the coup 
that overthrew President 
James Mancham, it has 
exerted its authority with a 
heavy - though usually not 
brutal — hand. 

Mr Mancham, now in exile, 
had fed the Seychelles Demo- 
cratic Party (SDP) to a narrow 
victory In the 1974 general elec- 
tion, winning 21402 votes to 
the 19420 cast for Mr Rene’s 
Seychelles People’s United 
Party, predecessor to today’s 
sale riding party. A coalition 


government led by Mr Man- 
cham as president, with Mr 
Ren6 as prime minister, cele- 
brated independence in 1976. 

A year later Mr Rene’s sup- 
porters staged a coup while Mr 
Mancham was attending the 
Commo nwealth Conference. 

Debate and opposition was 
immediately stifled. The gov- 
ernment’s sense of vulnerabil- 
ity was reinforced when a 
group of South African merce- 
naries, pretending to be a 
rugby club on an outing, 
launched an unsuccessful coup 
attempt in November 1981. 

The threat from South Africa 
continued to lurk in the back- 
ground during a troubled 
period. An army mutiny in 
August 1982, several subse- 
quent coup plots, and the 
assassination in London in 
November 1985 of an exiled 
opposition leader did nothing 
to reduce tensions. 

Yet change in Seychelles is 
under way and President Ren£ 
himself has set it in motion. 

After last June’s elections, 
he reversed the process which 
has concentrated power in his 
hands. He expanded his cabi- 
net from seven to 10 members, 
surrendering portfolios he pre- 
viously h»iH himself, including 
ministry of finance. 

At the same time, it became 
(dear that while the party had 
no intention of loosening its 
stranglehold on power, officials 
were prepared to tolerate - 
indeed, encourage - debate. 

Tire government also gave 
way on a previously sacrosanct 
issue. From next year a two- 
year compulsory and costly 
youth training programme will 
be cut to 12 months, and some 
observers suspect it may be 
phased out altogether. 

In the same mid-year speech 
in which he re-asserted his 
commitment to the one-party, 
socialist state, the president 
also approved efforts to make 
the Seychelles a more open 
society and state-owned insti- 
tutions more accountable. 

“We must be honest with 
ourselves and chang e whatever 
is necessary”, he said. Govern- 
ment should listen to “sincere” 
criticism. 

Mr Michel is as enthusiastic 
as any in putting these senti- 
ments into practice. He prom- 
ises an overhaul of the state- 
owned companies and speaks 
of the “very important role” 
the p riva te sector can play. 


IN THIS SURVEY 

Economy: The era of soft 
development options has 
ended 

Related surveys Page 2 

Tourism: ft’s not the num- 
ber of visitors, which is 
satisfactory, so much as 
how much they spend 
once they are here 
Investment Code: The gov- 
ernment is set to make 
foreign investors formally 
welcome 

Industry profiles: Mar I cul- 
ture and horticulture are 
two projects developed to 
expand foreign exchange 
earnings Page 3 

Fishing: “We want to make 
Seychelles one of the 
leading fishing nations of 
the world,” says the minis- 
ter of agriculture and fish- 
eries 

OH: The search is on in 
Seychelles waters 
Business Guide: Finding 
your way around, from 
chief ministries to courier 
services, including tele- 
phone numbers Page 4 

All articles in the survey 
were written by Michael 
Holman 

How much of this shift is 
prompted by events in eastern 
Europe, is uncertain. But other 
factors are at work. The 
reforms in South Africa and 
the rapprochement between 
the US and the Soviet Union, 
has left the government feeling 
more secure. Fears that Pre- 
toria or one of the superpowers 
might provide military assis- 
tance to Seychelles' opposition 
leaders have faded. 

Economic imperatives are 
also pushing the government 
towards greater encourage- 
ment of the private sector and 
foreign investment More confi- 
dent of its hold on power, more 
tolerant in the exercise of that 
power, and taking a pragmatic 
attitude to the development 
challenges of the 1990s, it 
seems more likely than not 
that the government will press 
ahead with change. Sceptics 
will not be convinced, how- 
ever, until the promulgation of 
an appropriate investment 
code. 
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Cable & Wireless 
providing telecommunications 
in the Seychelles. 
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nowhere else comes close. 

The Seychelles. Uncrowded. Unspoilt. A hundred different images. 

. Whte Sands, rod coral- BUck Marlin from the sea. Seek out ihe Coco^e-Mcr (' 

„ut Dncovcr *c exceptional one of Creole cooking. Calabash and kackac 
Jjanane. The islands of the Seychelles. Individually different Altogether unique. 

^VCBEUSSTOURISTOFFrcE.aNO PWJOR.EROSHOUSE.nl BAKER STREET. LONDON W1M1FE. TEL: 071-224 1670, FAX 071-487S756 


In the Seychelles, the sunshine, balmy 
seas and spectacular scenery come naturally. 

The telecommunications services are 
provided by Cable and Wireless (Seychelles) 
Limited. 

Fast, reliable telecommunications are 
essential to a community of islands like 
the Seychelles. Our telecommunications 
service, with the earth station linked to 
the Indian Ocean satellite, provides instant 
communications with the rest of the . 


world via telephone, telex and telegram. 

A vital service, on which tour operators, 
hotels and their suppliers together with 
manufacturers, airlines, shipping companies 
and many others are dependant. 

Cable & Wireless’s expertise, based on 
over a century’s experience in the provision 
of telecommunications services in over 40 
countries, keeps the Seychelles in touch 
with the world and the world in touch with 
1^. the Seychelles. 


Cable and Wireless (Seychelles) Limited 
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FACTS 


Area 404 sq km 

Population 70,000 (1968 estimate) 

Head of Slate President France Albert Ren6 

Currency — Rupee 

Average Exch Bate 1988 US$1 => R5.38 

1989 USS1-R5.65 

ECONOMY 


Total GDP (USSm) 

Real GOP growth (%) 

GDP per capita (US$) 

Current Account 

Balance (USSm) 

Exports (USSm) 

Imports (USSm) 

Trade Balance (USSm) 

Visitor arrivals (000a) 

Tourism earnings (USSm)... 
Total external debt (USSm). 

Debt service ratio {%) 

Consumer prices 

(% change pa) 

Total reserves minus gold 
(USSm) 


* estimate 


Source: IMF, Economist Intelligence Unit 


HOTEL 

DEVELOPMENT 

OPPORTUNITY 



COSFROH 

Over the years, the Seychelles - enjoyed by 
thousands of satisfied vacationers who value 
scenic beauty - required increased tourist 
accommodation. 

With care and concern for protecting our 
environment, we are developing a new hotel 

project and renovating existing properties 

and we welcome joint venture partners from 
overseas. 

So why not enjoy the Seychelles for an 
unforgettable holiday - and consider investing, 
too? 

Please write for details: 

COMPAGNIE SEYCHELLOISE DE 
PROMOTION HOTELIERE LTD 
PO BOX 683 

Victoria, Mahe, Seychelles 
Tel: 24694 Telex: 2407 Fax:25291 


BARCLAYS BANK 

in Seychelles 

Over 30 years in Seychelles 
and with over 150 staff at 
7 offices in Mahe, Prastin 
and La Digue. 
Whatever your personal or 
business requirements 
in Seychelles, 
we can help you. 


BARCLAYS 


MEANS BUSINESS 

BARCLAYS BANK PLC 

P.O. BOX 167 MAHE TELEPHONE (248) 24101 
TELEFAX (248) 24678 TELEX 2225 BARDCO SZ 


For a quiet and peaceful holiday or excitement 
and adventure , NT A offers bath with the best 
service and widest choice of tours , excursions , 
cat kite and accommodation . 

We can even organise your wediSng and 
^ honeymoon in Seychelles. 

fife 

MBS agency 



Better book NTA 


PO B«X 61 1. Victoria. Mahe. Seychelles 
f ' Ul j£p 2356. Fo*2SI II. T*t24fc0 
mi i— nfimSH AIRWAYS, LUFTHANSA, 
OfltOPUN AIRLINES AND AIR TANZANIA 


THE ERA of soft development 
options has ended for the Sey- 
chelles, and more challenging 
times lie ahead 

Aid money is harder to come 
by. for example, and the 
islands* external debt service 
payments are now uncomfort- 
ably h ig h- New sources of for- 
eign exchange other than tour- 
ism and fis hing must be found; 
and while the benefits of what 
President Albert Rene calls "a 
welfare state" have been con- 
siderable. the costs are proving 
increasingly demanding. 

“Things are not going to be 
as easy,” acknowledges Mr 
■bmeg Michel , the minister of 

finance and deputy secretary 
general of the ruling Sey- 
chelles People's Progressive 
Front 

“We will have to tighten our 
belts a bit, and consume less, 
especially luxury items, but 
the foundations for continued 
development are in place. Good 
social services, tourism and 
fishing, and new projects such 
as prawn far min g are under 
way. But we realise it's time to 
stand on our own two feet." 

Given the islands' consider- 
able progress since indepen- 
dence in 1976, and the econ- 
omy’s potential for growth, 
together with government’s 
greater encouragement of the 
private sector, the 1990s could 
well be as successful as the 
1980S. 

The “soft" path was by no 
means easy £or a micro state of 
more than 100 scattered Indian 
Ocean Islands 

Nonetheless, several factors 
smoothed the way. Given the 
idyllic nature of the destina- 
tion, it is not surprising that 
the tourist sector has grown 
rapidly. 

At the same time, the econ- 
omy coped with a compara- 
tively modest level of training 
in its labour force. Aid and 
finance on concessionary terms 
was fairly readily available. 
Post-independence develop- 
ment objectives concentrated 
on essential improvements to 
the infrastructure and the pro- 

The infant mortality 
rate has been 
nearly halved 

vision of basic needs in health, 
education, housing and social 
services. 

However, there are signs of 
more demanding times to come 
in the "hard option " era. 

The tourist sector must now 
strive for quality rather than 
quantity, while an overdue 
renovation programme will 
strain government resources, 
even with involvement of the 
private sector and foreign 
investors. 

There has always been a 
skills shortage here, exacer- 
bated by emigration. But it is 
now a more serious constraint 
on development. 

Meanwhile aid sources are 
more difficult to find. Faced by 
competing demands from 
mainland Africa, not to men- 
tion eastern Europe, donors 
look askance at requests from 
a country whose per capita 
income of around US$4JW0 is 
many times that of most other 
countries in the region. 

Traditional exports, such as 
copra have slumped, and the 
agriculture sector may be 

iindprmined by la h our drifting 

to better paying jobs. 

Meanwhile, the country’s 
external debt service ratio 
J reached 19 per cent this year, 
and will be about the same 
next year - because of a 

Inflation has been 
kept to low single 
figures 

bunching of maturities, not 
I profligate spending. 

Servicing domestic borrow- 
ing reached a record R147m in 
1989. compared to R83m in 
1986. The cost of the welfare 
state is starting to telL Educa- 
tion and health spending took 
I up 47 per cent of current 
I spending in the 1989 budget 
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The port of Victoria: toe dry dock, one of toe projects listed by finance minister James Michel, will add to Bs already lucrative rate as a •* nrt0 ® and ““PF** eanka 

ECONOMY: new sources of foreign exchange and investment are required 

Challenges the government must 
face as harder options emerge 


BALANCE OF PAYMENTS (R million) 

“ " 7985 1986 19 87 1 

CURRENT ACCOUNT, NET -132^ -205.2 -m3 -IS 

Goods, services, and Income, net -228.9 -275-5 -235.3 - 28 - 

Tourism income 329.9 341.8 374 .0 43 

Exports 33.1 27.4 44.9 £ 

Re-exports 166-2 87.8 77.8 7 

Marine and port charges 193 19.2 20.0 2 

Imports -597.0 -552.2 -536.8 -72 

Freight and insurance -105.7 -97 .8 -95.1 -12 

Foreign travel -65-1 -30-1 -66.9 -7 

Interest receipts 11-4 0-7 11.6 1 

payments -23.8 -29.0 -45.4 4 

Tramrfere.'ST 96.4 70.3 119.0 IS 

Of which: 

Official grants 84.2 86.0 1 05.0 12 

Fishing licence fees 18.0 16.0 27.0 2 

CAPITAL ACCOUNT. NET 117.6 206.9 106A 1C 

Official loans, net* 109-2 159.0 20.9 1 

Commercial bank's assets 0.6 -3.8 6.9 ■ 

Private capital, net 7.8 51.7 78,6 

CURRENT and CAPITAL ACCOUNT, NET -14* 1.7 -8* -4 

-T>iI» < Mnipr t sa»dr«wWo»n^olrTO»y«^W^CanlralGowfn<nwCAntr«IB»f*«ndoB^puafc«««WQ>B»t«»»^ 


Imports 


By country of origin 
1989 total Rupee 925JBmSton (provisional) 

Others R227.3 m 

Kuwait R1 54.2m 

Italy R40.5m 

& Japan R64.4m 

K UK R 137.5m 


Yet these problems and chal- 
lenges, which the government 
is tackling, should be seen 
against a backdrop of success. 

The tourist sector is the 
main foreign exchange earner 
it has seen visitors rise from 

55.000 in 1977, the year after 
independence, to a forecast 

100.000 this year. At the same 
time, the environment has 
been rigorously protected. 

A free health service has 
dramatically benefited the 
nation’s health: th<> infant mor- 
tality rate has been nearly 
halved from 32 per 1,000 live 
births in 1977, aim has pushed 
life expectancy at birth to 
nearly 70. The entitlement to 
nine years of free education 
from the age of six has raised 


South Africa R 121.0m 

Soutck Cawrai Bal* 

literacy rates to 85 per cent. 

Roads on the wain hhud , 
Matte (home for nearly 90 per 
cent of the population), are 
excellent, public transport is 

Per capita yearly 
income is more 
than US$4,000 

reliable, and there are no 
slums. Inflation has been kept 
to low single figures, and gov- 
ernment controlled marketing 
and supply agencies have m a d e 
sure that Imported staples are 
always available, at a stable 
price. 

An average annual GDP 
growth rate of around 6 per 
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Clock tower, Victoria 


cent has pushed per capita 
yearly income to over US$4,000. 

On the fiscal and budgetary 
front, Mr Michel - whose 
influence may be reinforced by 
the fact that he doubles as 
chief of staff of the islands’ 
armed forces - says he 
intends to keep a tight rein. 

External debt servicing has 
peaked at 19 per cent will drop 
slightly next year, and then 
fall steadily. The target of 
R85m for the 1990 budget defi- 
cit-5 per cent of GDP - 
should be realised, he says: 
“Our aim is to achieve a bal- 
anced budget by 1992 at the 
latest" 

Mr Michel rules out the 
introduction of charges for 
health and education services, 
but promises “more efficiency, 
less wastage" - as wen as not- 
ing the firewHni savings from 
reducing the two-year Youth 
Training Scheme to 12 months. 
Effectively compulsory, and 
Inculcating the merits of Sey- 
chelles-style socialism. It has 
not been very popular anyway. 

He also pledges a radical 
overhaul of the state sector, 
whether opening up the gov- 
ernment owned hotel chain to 
the private sector, or subject- 
ing the accounts of state 
owned corporations to greater 
scrutiny. 

Turning to Seychelles export 
potential, Mr Michel lists pro- 
jects under way, in the pipe- 
line, or on fixe drawing beard. 

The prawn form and flower 
nursery (see Page 3) are set to 
become substantial foreign 
exchange earners; a dry dock 
will add. to Victoria's already 
lucrative role as a service and 
supply centre; more Seychel- 
lois ships will reap tbe rich 
fish harvest in the islands' vast 


“We ailm to 
achieve a balanced 
budget by 1992” 


lJra sq km Exclusive Eco- 
nomic Zone. 

Plans to make Seychelles 

Irrlwnarifinal afrpOTt the flight 

information centre for the 
region will also be a reliable 
hard currency earner, along- 
side rental income from the US 
satellite tracking station and 
the BBC relay station on Mahe.. 

But Mr Michel's optimism 
stems at least in part from the 
increasingly important rote of 
the private sector and the for- 
eign investor - with whom 
government relations have hi 
the past been sometimes 
strained. The long delayed 
investment Incentive code will 
be ready by the end of the 
year, the minister promises. 

“The private sector has a 
very important role in revital- 
ising the economy, and provid- 
ing a dynamic input,” declares 
Mr MicbeL “There are opportu- 
nities for the foreign investor 
- In hotels, for example, and 
we guarantee fair treatment” 


Copra 

Quantity 1.632 

Value 7.56 

Cinnamon Bark 
Quantity 794 

Value 2.42 

Frozen rtresh fish 
Quantity 753 

Value 1056 

Canned tuna 
Quantity 

Value - 

Other exports** 

Value 132 

* PnwMonw — taoudn Homm (Of bmikT 


BUILDINGS CONSTRUCTED 
BY LAXMANBHAI INCLUDE: 

Independence House 

Central Bank Building 

Sheraton Hotel . . ... . . 

SMB & SFA Offices 

Quarters & Offices for 

Russian Embassy 

Several Apartment Blocks 


3375 





LAXMANBHAI A CO (SEY) 
‘ (PIYJ UD 
P-O. Bex 511, 

Victoria, S qcbtlM • 
Telex: 2387 UUCON. 
Fas 2486 1. 

HELPM Q TO BULD A 
• BETTER SEYCHELLES . 


SEYCHELLES 
SAVINGS BANK 

For a better rate for yoiir 
foreign currency 
change at our offlces~tiU 




Pirates Arms 
Independence House 
Anse A ox Mas 
Grand Anse, prasHn . 
La Paste, La Digue ; 


CEMENT COMPANY 
(SEYCHELLES) LTD 

Suppliers of Bagged Cement 

P.O. Box 479, Victoria, New Port Area. 
Telephone: 24568. Cables: BAOBAB; 
Telex: 2280 SEYREG SZ. 




1990 RELATED 


Namibia 


South Africa 


Algeria 

Malawi 


SURVEYS - 


March 13 
March 22 , 
AprtfSf 
■ Junoil. 

August#/ 

Daceflib* 

' Decani 
Deoeh** 
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TOURISM: a new priority is the quality rather than quantity of visitors 

Changes to the holiday chemistry 


1977. 


1979 


1981 


1983 


1985 


1987 


1989 


Visitor arrivals 


By country of residence 


Ranee 16^00 


UK 19.300 


1989 total 88.100 


Italy 151200 



South Africa 5,100 


Germany 7,400 


Sours: Cental Bank 


WITH VECTORS set to reach 
the record level of 100400 this 
year epd their per di em expen- 
diture rising, thn Seychelles' 
tourist sector is blossoming. 

Since the islands' traditional 
European market Is now well 
served by international air car- 1 
tiers, as well as the na tion al 
airline. Air Seychelles - which 
is also starting to tap the Japa- 
nese market - the growth 
s hn p M be sustained. 

It is too early to tell whether 
Bib Gulf exists will affect t he 
tourist sector - but it is a pos- 
sibility. 

Scope for expansion lies 
partly in more hotel beds. A 
new 120-room hotel Is planned 
for Mahfi, and a 90-room hotel 
on Praslin will be completed 
next year - bringing the three 

main islands (La DigUfi is ftHfr 

third) dose to the government 
limit of 1^X30 beds. 

Visitors from cruise liners 
are also Increasing, with at 
least 17 ships expected in the 
mmfngr m o n th” , while the Brit- 
ish owned Air Europe will soon 
operate on the Milan-Mah£ 
route, say Seychelles nfffnfaig 

There are also high hopes for 


INDUSTRY PROFILES 

Two foreign 
exchange 
earners 


ALTHOUTH TOURISM is 
likely to be the mainstay of the 
Seychelles economy for the tor- 
seeable future, two projects in 
particular illustrate the gov- 
ernment's attempts to broaden 
the foreign exchange earning 


One is the construction of a 
nursery o£ orchids and other 
flowers, destined for the mar- 
kets of Europe and the Middle 
East Managing the R12m 
scheme is the stateewned com- 
pany Indian Ocean Nursery. 
Alter experiments In 1988, a 
site was prepared at Barba- 
rous, on the west coast of 
Mahd, last year. Exports of 
anthurlnm — a reddish-pink 
flower - and orchids from the 
two hectares under cultivation 
got under way last October. 
Exports are running at 5,000 
(lowers a week, and are expec- 
ted to reach 20,000 a week next 
year. 

“It's an excellent example of 
die sort of project we need,” 


says Mr Mukesh Valabhji, 
manag in g director of the Sey- 
chelles Marketing Board (SMB) 
under whose auspices the 
scheme foils. “There is a high 
foreign exchange return on our 
investment - up to R4m a 
year, and we are rang spare 
airfreight capacity on flights 
carrying tourists back to 
Frankfurt, Zurich, Paris and 
London,” he explains. 

The second scheme, which 
taps the Seychelles’ enormous 
* marine potential, is taking up 
Mr Valabhji's weekends. 
Nearly every Friday be leaves 
Mahe by plane to inspect one 
of the SMB's largest single 
investments - t he P S$I2m 
prawn form on Coetivy Island, 
220 miles south of Victoria. 

Clear waters, cyclone-free 
conditions and the fine climate 
provide a near perfect environ- 
ment- Under. the pilot project 
which began in nud-1989, four 
cultivation ponds were con- 
structed, together with a sear 



Exports of anthurium (above) and orchids began last autumn 


water intake and drainage sys- 
tem, a disease control labora- 
tory, and warehouse facilities. 

The results were exoeUant, 
and prawn forming is set to 
become the largest foreign 
exchange earner after tourism 
and fisheries. 

When completed in mid-1991 
there will be 64 prawn cultiva- 
tion ponds each measuring 
5,000 sq m, expected to produce 
over GOO tonnes a year. The 
project will include a process- 
ing, freezing and odd storage 
plant, and the prawns will be 
exported in refrigerated con- 
tainer ships to Japan and 
Europe. 

It may be difficult to match 


this prawn bonanza in other 
areas of maricnltnre, but the 
range of prospects is consider- 
able. There are plans to inves- 
tigate rearing giant dams, tro- 
cfaus and green snail , and Blm 

has been set aside to explore 
culturing of oysters and other 
species for production of 
mother of pearl for export 
Back on land, the coconut 
industry might be revived by a 
project which aims to produce 
40 tonnes of coconut cream a 
month for export. This new 
product has been successfully 
test-marketed in - Europe, and 
agriculture ministry officials 
believe it could rescue a sector 
hit by low prices for copra. 


INVESTMENT: a formal welcome to foreign investors 

Draft code on input from outside 


AFTER YEARS of 
prevarication, the Seychelles 
seems ready formally to spell 
oat a welcome to foreign inves- 
tors, including substantial 
incentives. 

When promises are put into 
practice, investment in the 
islands' tourist sector, marine 
resources (such as fish process- 
ing and prawn forming), and 
the expansion of Victoria port 
including a dry dock facility, 
should become attractive prop- 
ositions. 

Until a year ago it was diffi- 
cult to avoid the impression 
that the Seychelles has been 
less than enthusiastic in its 
search for foreign investment 

Although efforts have been 
mndo since 1979 to draw up a 
leg ally binding investment 
code, they came to nothing. 

Foreign investment was not 


actively discouraged. But as 
the islands’ Federation of 
Employers Associations has 
noted, “the procedures feeing a 
potential investor in Seychelles 
are complex and bureau- 
cratic".* 

Under current regulations 
the initial application, submit- 
ted to the Department of Indus- 
try, involves 31 pages of 
detailed questions, and takes 
anything from four months to 
a year before a decision is 
"imb, the Federation says. 

Last year, however, the gov- 
ernment signalled its determi- 
nation to try again. In the 
course of presenting the 1390 
budget, Mr James Michel, the 
minister of finance, said that a 
policy document on investment 
would be produced in 1990: 
“This will contain a range of 
fiscal and monetary incen- 


tives,” possibly including “con- 
cessionary rates of taxes on 
imported capital equipment 
and inputs; on dividends and 
capital repatriation as well as 
management fees and profits." 

The draft 
recommendations 
should become law 
early next year 

He also held out the possibil- 
ity of grants, tax breaks, and 
concessionary interest rates. 

The minister went on to 
break new ground with the dis- 
closure that the government 
Intended to invite private par- 
ticipation In certain selected 
parastatals [state owned corpo- 
rations]” • The next step came 


Seychelles Industrial 
Development Corporation 

INDUSTRIAL PROMOTION - PROPERTY DEVELOPMENT 
AND ENGINEERING SERVICES - MANAGEMENT 
CONSULTANCY AND FINANCIAL SERVICES 



INVESTING IN THE SEYCHELLES? 

CONSULT VS AND LET'S GET DOWN TO BUSINESS 


P.O. Box 537 
Victoria, Seychelles 
Tel: 248 24941 
Telex: 2415 STDEC SZ 
Telefax: 24S 25121 


last Mar ch, when the mi n i st iy 
of finance asked the Federation 
of Employers Associations to 
draw up an investment guide 
“to be followed by a codifica- 
tion of laws to finalise invest- 
ment policy.” 

By July it had made its 
recommendations. The govern- 
ment is still studying them, 
but the business community Is 
hopeful that they will he 
accepted in toto. 

Mft-hel said this month that 
there are no substantial differ- 
ences between the government 
and the private sector over the 
draft It should become law 
early next year, he added. The 
investment incentives would 
give priority to industries 
which use local raw materials, 
encourage import substitution, 
or are export-oriented - the 
latter enjoying access to Euro- 
pean markets under the Lome 
convention. 

Urn main points and propos- 
als in the draft issue are: 

• In addition to tourism, 
other service industries which 
ahniiiri be encouraged ineimte 
off-shore banking and insur- 
ance, international consul- 
tancy, engineering, marketing, 
design or legal services, and 
the registration of ships 
en g aged in international trade. 

• Some industrial activities, 
such as those on a large scale 
relative to the economy, may 
need public sector participa- 
tion. 

• Issued share capital would 
have to be at least 30 per cent 
of the capital investment; and 
a proportion (up to 30 per cent) 
of the working capital. 

• Approved projects would be 
guaranteed frill repatriation of 
invested capital and profits; 
protection by law against 
nationalisation without com- 
pensation; tax-free import of 
capital equipment except 
vehicles and electric genera- 
tors; no withholding tax on 
dividends, interest or royalties; 
electricity supplied at marginal 
tariff. 

Other incentives would 
make it easier to employ expa- 
triates, make labour Laws more 
flexible and give 99-year leases 
on industrial land. 

*Seychelles - A Guide for 
Investors, Federation of 
Employers Associations, com- 
piled by David OgEvie of Brit- 
ish Executive Service Over- 
seas. 


South Africa. The Republic is 
alread y the fifth largest tourist 
source, but aggressive market- 
ing in a postapartheid South 
Africa would see the figure 
rise, officials believe. 

The midw challenges for the 
industry, however, are not how 
to lure more visitors. They are 
to persuade them to spend 
more money on local entertain- 
ment and artefacts; to cut the 
sector’s high consumption of 
foreign exchange; and to find 
ways to improve the standards 
at several of the older betels, 
where renovation is overdue. 

The importance of the sector 
can hardly be overst a ted. It 
has been the leading foreign 
exchange earner for the past 
two decades (R52L8m In 1989, 
from 86,093 visitors) and is the 
largest single source of work, 
accounting for between 15 and 
20 per cent of employment. 

Underpinning government 
planning for the sector is a 
determination to ensure that 
the environment is not dam- 
aged by the influx of visitors. 
Hence the ceiling of 4400 hotel 
beds for the three most popular 
islands, and an anwnwl limit. 
ofaround 100,000 visitors, 
although the figure is flexible 
(currently there are around 
3400 beds available). 

As Mr Maurice Loustau-LaL 
aniw, principal secretary in the 
ministry of tourism points out, 
the shorter the stay, the 
greater the numbers of visitors 
that can be accommodated 
‘over the year. 

The average length of holi- 
day Visit is falllng/ nfim a little 
over 11 days in 19899 to just 
over 10 days. 

As efforts to tie the Sey- 
chelles fate the hvifem Ocean 
holiday network of Mauritius, 
Comoros and Kenya bring 
results, a higher proportion of 
holidaymakers will be visiting 
the Seychelles on their way to 
or from another destination. 

With a shorter average stay, 
says Mr Lonstau-Lalanne, toe 
islands could handle 140,000 
visitors a year. 

hi the meantime , however, 
officials acknowledge that the 
overall hotel standards must 
improve if Seychelles is to keep 
its place as an upmarket desti- 
nation in the fare of regional 
and. international competition. 

Around 10 per cent of the 
visitors return to the islands, 
according to a survey con- 
ducted last year. It should be 
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Beach acacia: gov ernment policy has protected the Seychelle's Idyllic environment 


more than twice that, says Mr 
Norbert Jaoq, the director gen- 
eral of roll ri^m 

Fart of the reason, according 
to the two nffiHwig, is that the 
“hotel chemistry — tha combi- 
nation of quality, price,, and 
service - is not quite right” 
The worst offenders are found 
among the hotels in the gov- 
ernment owned Seychelles 
Hotels chain, as government 
nffwnals r eadily acknowledge. . 

They maintain that ft is 
Largely an inherited problem. 
The establishment of the chain 
in 1986 was prompted in part 
by the tourist slump in the 
early 1960s, when visitors fell 
to 47,000 in 1982. 

Although business picked 
up, the government main- 
tained that state intervent i on 
in such a critical sector had 
been necessary. Hotels that 
came undo* the state nmimih 
were, say government officials, 
being neglected by private sec- 
tor owners who were reluctant 
to re-invest and renovate age- 
ing assets. 

The private sector replies 
that reinvestment would have 
taken place had the govern- 
ment committed itself to an 
investment code. 


Whoever is right, the wheel 
is turning . Some of the hotels 
in the chain are now candi- 
dates for privatisation. 

In the meantime, Cosproh, 
Compapnie Seychelloise de 
Promotion Hoteliere, the bold- 
ing company for government 

The prime growth 
area is souvenirs 
and cottage 
industry items 

owned hotels, is expected to 
invest Rl49m in rehabflftation 
and renovation, as well as new 
projects, under the 1990-94 
Development Plan. 

The second main plank of 
government policy for the 
1990s is finding ways to per- 
suade tourists to part with 
their money in the Seychelles. 

Average expenditure per 
diem, per visitor has been ris- 
ing in real terms - R516 in 
1988 to B566 last year - but 
not as far as government 
would like. 

A recent tourism ministry 
policy papa: explores the possi- 
bilities, including a wider 


choice of restaurants, water 
sports, game fishing and boat- 
ing, glass-bottom boats for 
marine viewing, and expanding 
golf and tennis facilities. 

But the prime growth area 
identified is sales of souvenirs 
and local produce such as 
spices, herbs, coconut products 
and cottage industry items 
such as mother of pearl but- 
tons and model boats. 

The task of reducing the sec- 
tor’s consum ption of foreign 
exchange Is likely to prove 
more difficult. Most of the 
infrastructure and services 
associated with tourism, rang- 
ing from cars and buses to 
liquor, will always have to be 
imported. 

But officials hope that the 
food import bill might be 
reduced. Current production of 
ftuit and vegetables is continu- 
ing to foil behind tourist-led 
demand, and imports of these 
items rose nearly 10 per cent 
last year. 

Generally poor soil and the 
fact that agriculture has 
become less rewarding than 
work in other sectors, make it 
likely that the gap between 
demand and supply will prove 
hard to dose. 









18 


FINANCIAL TIMES MONDAY OCTOBER .29 1990; 


c 


4) 


FISHING 


Abundance 
promises big 
net profits 


“WB WANT to make 
Seychelles one of the leading 
fishing nations of the world,” 
says Mr Jeremie Bormelame. 
minister of agriculture and 
fisheries. 

It may seem an ambitious 
target for a country of only 
70.000 souls, but they preside 
over a vast Exclusive Eco- 
nomic Zone of some 1.3m sq 
km whose enormous potential 
can only be guessed at 
It has already proved itself 
to be one of the world’s most 
abundant tuna fishing 
grounds, with the Western 
Indian Ocean catch valued at 
US$400m annually Most of it IS 

Fishing is second 
only to tourism as 
a source of foreign 
exchange 

processed outside the region. 

If the Seychelles were trying 
to reach Mr Bonnelame’s tar- 
get without outside help, it 
would be just an idle dream. 

The minister, however, 
reflects the government's 
apparent shift away from state 
controls on the economy when 
he urges the private sector and 
.foreign investors to play a 
‘ greater role in the development 
of the fishing industry, espe- 
cially tuna. 

“We are already talking to 
companies in Thailand, Italy, 
France and Britain about the 
development of our existing 
tuna canning plant." opened in 
1987, says Mr Bonne lame. They 
already have French partners, 
but are ‘Toolring ahead to the 
possibility of installing a sec- 
ond production line in the 
existing plant.” 

The sector is second only to 
tourism as a source of foreign 
exchange, and medium-to-long 
term prospects for expansion 
are probably greater. 

Exports of fish and fish prod- 
ucts account for around 90 per 
cent of merchandise trade 
exports, while the port of Vic- 
toria has emerged as the main 
tuna pent in the Indian Ocean, 
supporting the port’s increas- 


ingly lucrative role as a sup- 
plier of fuel and other services. 

This role will be enhanced 

when a 3.500 tonne floating dry 
dock Is installed, tentatively 
scheduled to take place during 
the period of the 1990-94 Devel- 
opment Plan. 

The port will then be capable 
of repairing and maintaining 
large fishing vessels and small 
cargo and naval vessels. 

One of the main elements in 
government planning is to 
build up a Seychelles fleet of 
modem purse seiners. 

The programme was set back 
when the first of the specially 
commissioned R22m vessels 
was destroyed by fire at a ship- 
yard in southern France. Its 
replacement should be ready 
early next year. It may be 
joined by a second vessel later 
In 1991; the intention is to 
build five in aH says Mr Bon- 
nelame. 

They will supply the can- 
nery. where capacity will be 
increased from 12400 tones to 
18,000 tonnes of raw material 
annually. 

“We want to go into more 
local processing," says the 
minister, “not simply canning, 
but smoked fish and fish fin- 
gers for example.” 

In the meantime, the Sey- 
chelles must accept that the 
bulk of the catch will be 
caught by foreign vessels, but 
not without a benefit for the 
islands. 

Apart from the bumness the 
vessels bring to Port Victoria, 
licence fees are a useful source 
of hard currency. 

Fees have more than dou- 
bled from US$2.6m in 1985 to 
OS$6.7m last year. Around 55 
foreign vessels are currently 
licensed to fish in Seychelles 
waters, most from the Euro- 
pean Community. 

Although the tuna business 
is the main money spinner, 
demersal ftehing is thriving. 

It consists of some 1,000 fish- 
ermen and more than 400 
boats, ranging from pirogues to 
all-weather vessels. Aside from 
the small domestic market, 
there is growing demand from 
Europe for the high quality 
catch. 



The Western Indian Ocean tuna catch Is valued at USS4O0m annually 


OIL: partnership with exploration companies 

Hopes of becoming 
an oil producer 


TUB SEARCH for oil is under 
way. It is a distant prospect, 
but one which if realised would 
transform the Seychelles* econ- 
omy. 

“Every indication seems to 
point to the presence of oil in 
Seychelles waters,” said Mrs 
Danielle de St Jorre, the plan- 
ning minister. last August She 
was signing an oil exploration 
agreement with Ultr amar Can- 
ada Inc. which is leading the 
search, along with Texaco of 
rite United States and Britain’s 
Enterprise OQ. 

The 1990-94 Development 
Plan is cautious about oil pros- 
pects. The Seychelles lies in 
what it calls “a high risk fron- 
tier area”. 

Nonetheless the state-owned 
Seychelles National Oil Com- 
pany, established in 1986 - 
and more importantly, three 
oil companies - believes it Is 
worth exploring the Seychelles 
continental shelf. 

This area covers about 60,000 
sq km of the country’s Exclu- 
sive Economic Zone (14m sq 
km). 


Although seismic surveys 
were earned out in file late 
1960s, it was not until indepen- 
dence in 1978 that exploration 
really got underway. The fol- 
lowing year 47 blocks were 
awarded under three separata 
licences. * _ 

The US «»npmny Amoco dril- 
led three test wells - all of 

Enterprise Oil last 
year described 
prospects as “very 
encouraging 0 

which proved dry - about 
125km west of Mahd, in 1960-81. 

Efforts revived in the mid- 
1980s when Norway provided 
technical assistance, and con- 
cessions covering between 
25.000 sq km and 30.000 sq km 
were offered. 

Enterprise Oil. which has 
spent over R22m in the search 
for oil in Seychelles waters, 
negotiated rights and last year 
described prospects as "very 


encouraging” - Teat drilling 
should begin soon. . 

Lest June Texaco jotood in, 
signing an agreement for 
exploration rights over some 

12.000 sq km south of Mate. 

Under the government's 
Model Petroleum Agreement, 

the company that discovers nil . 
in commercial quantities 
would enjoy a 20-year produc- 
tion period. 

Hie Seychelles National Oil 
Corporation would be entitled 
to taxes, royalties, and partici- 
pation of up to SO per cent - 
butthe government’s 1990-Bf 
Development Plan stresses that 
the Agreement “is modified 
constantly, keeping in view the 
dimate in the off industry”. • 

1 Meanw hile, the government 
hopes to put the Seychelles on 
the international ofi map when 
it plays host trr mid-December 
to the first Indian Ocean 
Regional Seminar on Petro- 
leum Exploration. Most of the 
20 countries in the region are 
expected to participate as well 
as & number of international 
oil companies. 


BUSINESS GUIDE 
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President, Minister ot industry and D e fence: 
France Albert Rend 


GLORIOUS BEACHES and excellent 
communications with the outside world, includ- 
ing phone cards and public call boxes which 
invariably work: Seychelles surely is a business 
visitor’s paradise. 

What is more, there are none of the usual 
tropical hazards such as bilharzia, malaria, chol- 
era or poisonous snakes, while the islands' cul- 
ture regards tipping as unnecessary. It all seems 
too good to be true. 

If there is a serpent in this Indian Ocean 
Eden, it is in the form of the somewhat trucu- 
lent taxi drivers, whose reluctance to use their 
meters makes their services expensive. But it 
should be also acknowledged that they are effi- 
cient and answer calls in a matter of minutes. 

Many destinations in Victoria, the capital, are 
within walking distance. 

Most of the hotels on Mahe are wi thin easy 
reach of Victoria. Some need renovation, but all 
make up for pokey rooms and sometimes indif- 
ferent services by their location on or near some 
of the world's finest, cleanest beaches. Golfers 
can enjoy a nine hole course at the Reef Hotel, 
Anse aux Pins. 

The Seychelles hopes to challenge regional 
competitors such as Nairobi and Harare as a 
conference venue when work on a 500-seat cen- 
tre is completed next year. 

Getting to the main islands off Mahe is easy. 
There are daily, scheduled flights to Praslin (15 
minutes), Fregate, Denis. Desroches and Bird, 
and a ferry service runs between Mahe and 
Praslin. and between Praslin and La Dique. 


The big car hire companies, such as Avis, 
Budget and Hertz are represented here as well 
as plenty of others. 

One of the best sources of advice when it 
comes to getting down to business is the Federa- 
tion of Employers Associations (Tel - 23812). The 
Federation has produced an invaluable review 
of the economy and business conditions called 
“Seychelles - A Guide for Investors”. It 
includes a draft Guide for Investors, which is 
expected to form the haste of an Investment 
code due to be published early next year ( see 
Page 3). 

Credit cards are widely accepted. Visas are 
not required, and there are no for eign exchange 
control restrictions. Cable & Wireless in Francis 
Rachel Street, Victoria, operates a 24-hour cable, 
telephone and telex service. 

Direct dialling is available for most countries. 
Main Ministries 

• President, Minister of Industry and Defence: 
France Albert Rene - 24391 

9 Finance: James Michel - 21790 

• Planning and External relations: - Danielle 
de St Jorre 24041 

• Administration and Manpower: Joseph Bel- 
mont - 24041 

• Tourism and Transport Jacques Houdoul • 
22881 

Ranks (Victoria) 

Banque Francaise Commerciale - 23096 
Barclays - 21101 
Standard Chartered • 25011 


Central Bank - 25200 
Development Bank of Seychelles - 24471 
Seychelles National Investment Corporation - 
21790 

Seychelles Industrial Deve l o pme nt Carp - 24941 
Seychelles Tourist Board - 22881 
Seychelles Chamber of Commerce and Industry - 
23310 

Hotels 

Auberge dub des Seychelles • 47550 
Le Meridfen Fisherman's Cwr- 47252 
Northolme - 47222 
Seychelles Sheraton - 78451 

Embassies 
US -23321 

British ffigfa Comnrisstoi - 23055/S 
France -24523 
Germany • 22306 ' 

India -24488 
Soviet -21590 •' 

Swedes -24710 

Netherlands - 47100 .... 

Airlines 

Air France - 22414 
Air Seychelles - 21547 
British Airways - 24910 

Kenya Airways - 22969 ... 

Courier Services 
DHL - 23301 
TNT Skypak - 22100 





THE ROUTE TO 

PARADISE 

Every Friday, Sunday and Monday 
London Gatwick to the Seychelles. 



-■ r \ ■r’"r 

Jr^^SsT- 
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Air Seychelles, Suite 6, Kelvin House, 
Kelvin Way, Crawley, West Sussex, 
RH102SE. 0293 36313 


Live your Dream in 
Paradise ... 


a choice of three hotels - 

* EQUATOR HOTEL, Mahe 

* AUBERGE CLUB DES SEYCHELLES, Mahe 

* PARADISE HOTEL , Praslin 


Whether you stay on Mahe or hop over to Praslin 
Island, your dream holiday - or honeymoon - of a liftime 
can he enjoyed and remembered. 

Please call your friendly travel agent or: 



Paradise Resorts 

PO Box 526. Mahe, Seychelles 
Tel 78228 

Telex 2277 (EUSEY). Fax 78244 


t 
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Yolande Snaith 
( Dance Umbrella ) 


RIVERSIDE STUDIOS 

v5i e o «- da ? ce ^? <?re0 « ra P her ' 
YoLande Snaith, makes work 
uiat is ba ff l ing , wry. complex, 
haunting and deeply British, 
though I’d rather call herTas 
Americans would, a perfor- 
mance artist.) She creates 
dream worlds packed with 
symbolic images. 1 often feel 
lost as I watch her worts, lost 
in a maze, happily so. 

A theatre piece by her lodges 
so many signs in my head that 
afterwards they work away 
there,. so that I start. to figure 
out what meanings it has for 
me and perhaps for Snaith. 
That enlarges its power. But 
what’s best is being there in 
that maze. 

I’m hooked from the first 
image of Court by the Tale, her 
new 75-minute work- Snaith 
herself, blindfolded, in high- 
heels, steps perilously along 
and around a square mart? of 
benches. How many threads 
are here already, the sense of 
the past,, of not knowing where 
the next step will .lead, of the 
difficulty of maintaining bal- 
ance, of feeling one’s way for- 
ward. 

What follows- uses film, 
speech (recorded and live), 
props and pedestrian action, as 
well as dance. Snaith’s five co- 
performers are sometimes in 
medieval robes, sometimes in 
modern trousers and shirts; 
but Snaith herself is dressed in 
either modem or 1940s attire. 

She’s also haunted by a text 
from Hazfitt, which is recited 
on tape and which she echoes 
on stage. Here’s the key sen- 
tence: “If we take away from 
the present the moment that is 
Just gone by and the moment 
that is next to come, the solid 
basis of sense and reality will 


reduce itself to a pin’s point, a 
hairline on which we will have 
SOme difficulty tO maintain our 
footing without failing over on 
either side." Hence, the recur- 
ring imagery of perilous bal- 
ance. 

The work is full of Snaith’s 
peculiar connections. She her- 
self, often carrying one or more 
suitcases, is on some journey. 
The benches on which the 
medieval figures often sit, and 
the books they read, suggest a 
cloistered and studious com- 
munity or cotut. As they pace 
and read, they sometimes find 
they have stepped on to col- 
leagues’ trains. (Caught by 
trains, tails, tales.) But they 
also drop, bounce, toss and 
catch tennis balls in arcs p^rt 
patterns, and hold them up 
like Grail trophies. (Court, 
caught.) 

The main stage area is sur- 
rounded by a low square of 
rand; later, film shows of 
time in an hourglass. In some 
modem-dress sequences, bal- 
ance is no longer a problem: 
Snaith and Co often d ance in 
strong phrases of tumble, rise, 
step, jump and proceed. But 
the end of the work suggests 
both solution and failure. 

The nonsense gains of 
Snaith's world - as in her 1989 
Germs: Advanced Lessons in 
Social Skills - are pre-sexual, 
and the works that hers most 
remind me of are the Alice 
books. Like Alice, Snaith sees 
the complex absurdity of life, 
and keeps hying to turn non- 
sense into sense. Court by the 
Tale (just get that title) is a 
step through the Looking 
Glass. 

Alastair Macaulay 


Golem the Rebel 


CITY THEATRE, ST GALLEN 


The lost years of 20th century 
music cover not just the Nazi 
terror before and during the 
war, but also the post-war era 
of Communist persecution in 
eastern Europe. It is a story 
which will take time to 
unravel 

The Romanian composer, 
Nlcolae B retan (1887-1968), 
whose one-act opera, Golem the 
Rebel, has just received its first 
west European performance in 
the Swiss city of St Gallen, was 
treated as a non-person for the 
last 20 years of his life. Bom in 
‘ Transylvania in th£ dying 
-years of the Hamburg Empire, 

| he was a man of three cultures 
- Romanian by birth, but 
'equally attuaScrtoThe musical’ 
climate of Budapest and 
: Vienna. Singer, conductor and 
f opera administrator at Clu], be 
wrote almost as many German 
. and Hungarian lieder as Roma- 
. nian, and made the Golem 
’libretto available in all three 

lang ua g es. 

Golem the Rebel was staged 

■ at Cluj in 1924 and again in 
: 1948, shortly before Bretan was 

expelled from the composers’ 

« union. After his death in pen- 
ury, the Ceausescus allowed a 
: revival of his music, goaded by 
: the efforts of his emigre daugh- 
•ter. 

I Golem is a modest but sin- 
cere 50-minute work, which 
, interprets the Jewish legend 

■ according to the artistic fash- 
; ions of the 1920s. In addition to 

the familiar Golem symbolism 
: of man's flawed creativity, Bre- 
: tan’s opera mixes religious and 
erotic fantasy, a genre 
i favoured by Korngold, Hindem- 
ith, von Schillings and other 
t contemporaries. In this incar- 
nation, the golem - a being 
fashioned from clay by the 
t rabbi of Prague - falls in love 
with Us creator's grand-da ugh- 
: ter, forcing the rabbi to kill the 


golem to prevent him ravish- 
ing the girt 

The opera leaves a mixed 
impression. Bretan writes well 
for the voice and shows an eco- 
nomical sense of theatre. The 
sombre orchestral textures, 
with melancholy tones of 
phrase redolent of the Hungar- 
ian Gypsy dulcimer, are clearly 
Slav in origin, while the sweet 
lyricism of the various instru- 
mental obbligatos shows an 
attractive Italian influence. 
But the end result fails to sat- 
isfy. The lengthy dialogue 
between the golem and its mas- 
ter - a heavy mixture of ari- 
oso and recitative - makes 
jerky ^ fragmentary progress. 
•Breton's harmonic language is 
limited, and there are too 
many grand rhetorical state- 
ments, with nothing to back 
them up. Promising melodies 
repeatedly come to a prema- 
ture halt or wither away. For 
all its good ideas, the work is 
ultimately let down by its lack 
of musical or dramatic devel- 
opment 

This production - coupled 
with a ballet on Rimsky-Korsa- 
kov’s Sheherazade - neverthe- 
less offered a useful introduc- 
tion to Bretan, and suggested 
that bis mature lieder might be 
worth Investigation. 

The staging by the St Gallen 
intendant Glado von May con- 
centrated on essentials, in an 
atmospheric framework of 
architectural projections 
designed by Annelies Corrodi. 
The cast of four included the 
Romanian baritone, Earoly 
Szilagi, in the title role, the 
tenor, Steve Duprd as the 
Rabbi, and Stefanie May as 
Hana. They and the orchestra 
under Eduard Meier gave a 
performance of impressive 
commitment 

Andrew Clark 










Preserved for 2m people to enjoy: Old Harry Bocks, Corfe Castle Estate 

ARCHITECTURE 

In heritage we Trust 


g^ytROULD we thank God 
for the National Trust? 

1 Last week I wondered 
what things would 
have been like without it as I 
read the words of one Mr Rod- 
ney Legg, the chairman of the 
Open Space Society, attacking 
the Trust in the course of a 
lecture be was giving to cele- 
brate his society’s 125th birth- 
day. His lecture was given at 
the trust's invitation and its 
rhairmnn_ T bunn Jennifer Jen- 
kins, was on duty. Mr Legg 
remembered his media oppor- 
tunity rather than his man- 
ners. 

The Open Spaces Society 
was founded as the Commons 
Preservation Society in 1865. It 
is often seen as one of the par- 
ents of the National Trust, 
which was founded some 30 
years later sharing the com- 
mon founders: Robert Hunter, 
Octavia Hill and Canon Rawn- 
sley. 

Today the society campaigns 
for the protection of common 
land, village greens and rights 
of way, and has 2,500 members. 
It is also one of the societies 
that has the right to nominate 
a member of the National 
Trust’s council Mr Legg is that 
nominee. 

Although, as a recent mem- 
ber of the National Trust’s 
Council he has had plenty of 
opportunity to air his views at 
meetings, Mr Legg released his 
most outspoken comments to 
the press in advance of his lec- 
ture. 

He feels strongly that the 
National Trust should be a 
model landowner, “but it fells 
short of its founders’ ideals". 
He pointed out some specific 
examples of places where be 
thought that public access was 
unduly limited and made the 
general point that much trust 
land is “treated almost identi- 
cally to the surrounding 
degraded landscape produced 
by modern fa rming ". 

He had some colourful and 
emotive phrases. “Far from 
being an egalitarian access 
organisation promoting the 
public good, the trust has 
become an elitist club of art 
connoisseurs, and defensive in 
the protection of a prize collec- 
tion of dinosaurs.” He accused 
the trust, wrongly and damag- 
ingly, of having “secret” prop- 
erties that are not shown to 
the pablic, and was disparag- 
ing about the taste applied to 
the preservation of country 
houses. 

The trust holds its annual 
general meeting on November 
3 at the Aberamway Confer- 


ence Centre in Llandudno 
where there will be some 12 
resolutions for discussion from 
the members - an unusually 
high number. Two of tham con- 
cern hunting on trust lands 
which are merely symptomatic 
of the power of pressure 
groups to ride their particular 
hobby horses through the con- 
stitutional hurdles of a large 
organisation. A reversion to 
the use of old county names is 
also to be discussed (would 
anyone care if Avon disap- 
peared?). 

A key resolution will deal 
with the main problem that 
worries Mr Legg - the issue of 
public access to trust land. The 
trust owns 625,000 acres and 
many members feel that public 
access to this is too limited. 
The resolution argues for more 
rights of way. 

r/-The trust is not unsym- 
# pathetic to this and yet 
M persists in nailing itself 

“the largest private landowner 
and conservation society in 
Britain”. Instead of emphasis- 
ing the “private” side of its 
ownership, snrely the trust 
should say that the land is held 
for its members. 

The political edge to Mr 
Legg’s recent remarks suggests 
that the trust is the last of the 
great feudal landlords - an 
impression not everyone in the 
trust is keen to deny. The prob- 
lem for the trust is how to be a 
sensitive landlord with at least 
two million people involved. 

What the trust has always 
realised is that ownership Is 
the key to preservation. We 
have to be grateful for the fact 
that 514 miles of coastline are 
protected by the trust; most of 
the Lake District, some 140,000 
acres, is owned or protected; 
some 51 villages are sympa- 
thetically maintained; and 
there are some 190 houses and 
castles which are open to the 
public. 

Wbat would have happened 
without a body like the trust? 
Compare the situation in 
Ireland where houses and 
estates have collapsed and dis- 
appeared in huge numbers and 
there is no effective trust Look 
at the empty, nationally-owned 
houses in France. Look, too, at 
eastern Europe, where a great 
ar ch i te ctural and cultural heri- 
tage has, in many countries, 
been standardised or allowed 
to vanish. 

There is also the curious and 
anomalous position of heritage 
matters when they are handled 
by government. Why is the 
National Heritage Memorial 


Fund so short of cash? Why 
have the purchase grants of 
our national galleries and 
museums been frozen for the 
last five years? Why did the 
Land Fund, set up for the very 
purpose that Mr Legg would 
most approve of, buy so few 
acres? Why is parliament so 
ineffective when it comes to 
the discussion of matters of the 
heritage - uncertainties 
abound, and the heritage port- 
folio is always considered 
mmnihinp fit only for a very 
junior minister? 

The two million strong con- 
stituency of National Trust 
members shows, by its size, the 
importance of the public place 
and the protection of England. 
The problem of responding to 
the views of so many is not 
easy. It seems to me that, while. 
I am on my imppa in gratitude 
to the trust for the salvation of 
so much, as an organisation it 
needs to do more public think - 
ing about the future of the pre- 
served heritage and its role in 
the nation's life. 

1 feel that its educational 
role is performed in an ama- 
teur way. The potential for 
knowledgeable propaganda 
using television, the Open Uni- 
versity, and the raw material 
of what must be the largest 
museum in the world, is enor- 
mous. Also, the trust should 
have more of a voice in urban 
affairs. It has shied away from 
cities; and cities would have 
been better places for the 
trust’s presence. 

/ t is not too late. The sea- 
sonal closures mean that a 
great many pictures and 
objects are invisible for a large 
part of the year, so why are 
arrangements not made for the 
display of pictures and ofajets 
d’art in national and regional 
museums during the closed 
season? 

How scholarly is the trust? It 
has the potential to be a uni- 
versity of the built and natural 
environment - there could be 
more teaching and learning 
about art, architecture and the 
land in the great empty 
houses. 

It is easy to attack large tar- 
gets, but it is not easy to 
change large organisations. 
The trust is perfectly placed to 
expand the parameters of pres- 
ervation, to broaden participa- 
tion and enhance the n a tio nal 
culture. Will it seize the oppor- 
tunity, or prefer to retreat into 
dusty corridors? 


Colin Amery 


The Rising of the Moon 


WEXFORD FESTIVAL 

It Is the illumination thrown 
on to the forgotten comers of 
the operatic repertory that, 
together with the Guinness 
and the seafood, bring audi- 
ences back so regularly to the 
Wexford Festival. Connois- 
seurs of 19th-century arcana 
have a double treat this year in 
the forms of Boieldieu's La 
dame blanche and Leoncaval- 
lo’s Zaza but the festival is 
also making a rare sortie into 
the near present with Nicholas 
Maw’s The Rising of the Moon, 
commissioned by Glynde- 
boume and first staged there 
in 1970. 

Within the last three weeks, 
performances of Scenes and 
Arias in London, Odyssey in 
Birmingham and now the Wex- 
ford Rising of the Moon have 
coincidentally marked out the 
milestones in Maw's develop- 
ment Of the three, the opera 
remains the least known and 
still perhaps the most problem- 
atical, though a production at 
the Guildhall School three 
years ago showed that its vir- 
tues were solid and likely to 
last 

With a tightly worked 
libretto by Beverley Cross, this 
everyday story of British impe- 
rialism in Ireland confounded 
by the wiles of the inhabitants 
of the town of Ballinvoumey in 
Mayo In 1875 is a comedy; not 
an opera buffo, as Maw makes 
clear, but an operatic comedy 
in which the underlying 
themes - of honour and patri- 
otism and the personal limits 
of both - are anything but 
lighthearted. 

Comedy is a rare commodity 
in contemporary opera, com- 


edy that raises a laugh rarer 
still. The Rising of the Moon is 
witty rather than hilarious; 
and Maw's music, for all its 
attempts at perky high spirits, 
is much more convincing when 
drawing out the other strands 
of the plot, and when he can 
launch his vocal lines over 
rich, intricate textures. 

There is a good deal of Brit- 
ten - Albert Herring and 
Crimes in the vocal writing 
and in the dreamy evocations 
of landscape, of Strauss and 
Berg too. But as in the best of 
Maw’s music, it is woven into a 
distinctively personal lan- 
guage; one registers the allu- 
sions but never minds them. 

If it seems unlikely to 
become a repertory piece, that 
is more because of the techni- 
cal problems tt presents, and 
the difficulties of getting the 
balance between voices and 
orchestra exactly right, than 
any shortcomings of plotting 
or invention. Simon Joly con- 
ducted the Wexford produc- 
tion, but in the rehearsal time 
available to him could hardly 
have sorted out all the difficul- 
ties. Instead of cushioning the 
singers, the orchestra pres- 
ented a strident barrier to the 
stage, so that few of the words 
came across and much of the 
textural interest was scuffed 
and approximate. 

The first act suffered most, 
but as the performance settled 
down, the straightforward pro- 
duction (by Ceri Sherlock, 
designs by Richard Aylwin) 
and the excellent cast made 
more of an impression. Mark 
Calkins struck a convincing 
figure, vocally and physically 


as Beaumont, the newly 
arrived officer required to 
prove his virility before his 
regiment with three seductions 
in a single night, and Pamela 
Helen Stephen was the local 
girl Cathleen Sweeney who 
falls for him; Maw allots his 
most luscious vocal lines to 
that role «nrt she carried them 
off with steady and consistent 
beauty of tone. Marie- Claire 
CReirdan handled the colora- 
tura of Atalanta Lillywhlte 
with great panache; Annika 
Skoglund brought crisp distinc- 
tion to the role of Elizabeth 
von Zastrow, wife of a visiting 
Prussian officer with whom 
Beaumont's less-than-one-night 
stand develops complex over- 
tones. 

Alongside the young fresh 
faces there was a sprinkling of 
familiar character singers - 
Pauline Tinsley as Lady 
Eugenie Jowier, wife of the col- 
onel of the regiment and Beau- 
mont's first conquest. Eliza- 
beth Bain bridge as the Widow 
Sweeney, one of the Irish plot- 
ters, and Francis Egerton as 
Brother Timothy, the guardian 
of the island’s religious soul as 
far as the opera is concerned, 
and charged with sole responsi- 
bility for its opening and clos- 
ing scenes. 

The Irish heart of the opera, 
its temporary victory over the 
British, carried extra reso- 
nances in Wexford. The “local 
colour” in The Rising of the 
Moon is perfectly judged, 
indeed all its strands, musical 
and dramatic, are elegantly 
interwoven. 

Andrew Clements 


Un ballo in maschera 


METROPOLITAN OPERA, NEW YORK 


The first new production of the 
Met season, a Balia in mas- 
dura produced, designed and 
lit by Piero FaggLani, was a 
ridiculous anrt finally disgust- 
ing show. The Prelude accom- 
panied a commedia delTarte 
ballet; and during Amelia’s and 
Riccardo’s final duet the eye 
was held by another such bal- 
let, enacted on a bridge above 
them, which anrtart with Lean- 
dro stabbing Pierrot, in Colum- 
bine’s embrace, at the moment 
when below them, but pretty 
well unnoticed, Renato stabbed 
Riccardo. 

In the final tableau — where 
Verdi prescribes a tense group- 
ing of the dying ruler, AmaHa, 
and Renato - Riccardo 
planted a dying kiss on Oscar, 
and Amelia a nd Renato were 
reduced to cipher bystanders. 

Earlier an there were a few 
jokes: Pavarotti waddling on, 
stately, ondignifiert, an d enor- 
mous, through his allegro 
entrance music; Aprfle Mfflo, 
as Amelia, entering Ulrica's 
den and emoting in a profusely 
plumed picture hat; an Oscar, 
Harolyn Blackwell, discomfited 
by headgear that kept falling 
off; Juan Pons, Renato, crying 
“Siam soli" to Sam and Tom 
when they were there with a 
posse of retainers; Riccardo 
singing the intimate “Ma se 
m’e forzaperderti” to a corps of 
eight footmen. 

Perhaps it was Faggioni’s 
Idea to ridicule Verdi’s opera. 


and the whole idea of opera, 
and the Met, and a Met gala 
audience so ignorant and 
uncouth that it applauded not 
only the scenery and the stars’ 
entrances but also the first 
verses of Oscar’s arias while 
the second verses began. If so, 
this was a not merely perverse 
but also an expensive form of 
mockery. And It misfired: the 
audience took it seriously and 
thought It wonderful 

The production was lavish 
and was evidently costly. The 
brief final scene, the masked 
ball, looked like an attempt to 
ootZeffireDi Zeffirelli in dimen- 
sions and in populace. It was 
enormous, and thronged. And 
that was where disgust set in 
- in this rotting, corrupt, slum 
city with its hungry, homeless, 
hopeless people. 

Art is always expensive, and 
opera is an extravagance, but 
there is no need to argue the 
justifications for expenditure 
on art, and on opera, before 
cond emning the “conspicuous 
waste” of this Baflo. It was an 
offence against Verdi, and its 
lavishness was anti-artistic, 
deployed in ways destructive 
to any serious consideration of 
a drama about a ruler's respon- 
sibility in a time of crisis and 
about the conflict of personal 

inclination and public duty. 

The lavishness was not even 
spectacular or distinguished in 
the Zeffirelli manner. The sets 
(the location was Stockholm, 


not Boston) were huge but 
they were ugly, confused, drab, 
and underliL Within them, the 
singers gave self-serving per- 
formances - all but Pons, who 
is no great baritone but did 
occasionally seem aware that 
he was not the only person on 
the stage. 

Pavarotti just stood and 
delivered. He opened the love 
duet (marked a mezzaooce, pia- 
nissimo) as if it were a try-out 
for his forthcoming Otello. His 
shouty delivery no longer has 
the old, liquid, beguiling 
beauty of tone and utterance. 
He should spend time with the 
Gigli recording. It was imkinrt 

of Faggloni to devise many- 
stepped scenes; one kept won- 
dering and watching to see 
whether Pavarotti would leave 
the flat central strip, while the 
others ranged more freely. 

Mss Milo seemed to have 
overlooked the long slurs that 
Verdi wrote over much of Ame- 
lia's music, and she bumped 
through some long phrases 
that cry for portamento 
smoothness. She produced a 
passable imitation of being a 
great Verdi soprano without 
actually being one. The voice 
of Obraztsova, the Ulrica, was 
in tatters, banging out the 
lower notes and striving for 
those above. 

James Levine presided over 
this deplorable affair. 

Andrew Porter 


BOOK REVIEW 

Marie Lloyd 


T.S. Eliot considered her the 
greatest of the music hall 
stars. Shaw thought her better 
than her material. Arnold Ben- 
nett was shocked. So what was 
she like? Photographs and eye- 
witness reports suggest the 
toothy bonhomie of Cilia 
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October 26-November 1 


‘ MUSIC. OPERA AND 
; BALLET 

I Lo n d on 

BBC Symphony Orchestra- 
, Stephen Hough (piano), David 
; WHson-Johnson (baritone). Ger- 
hard, Bartok and Messiaen. 

' Andrew Davis conducts (today). 

: Royal Festival HaD. 

National Association at Young 
, Chamber Music Players con- 
< ducted by Sir Cohn Davis. Pur- 
cell. Mozart. Brahms, Schubert 
and others (Tue). Barbican. 
Vienna PbUhmuote conducted 
by R ic c ardo MutL Beethoven. 
Brahma (Wed). Royal Festival 
HalL 

'rippwt/Beethoven played by 
the Bach Chair and FWlhar- 
raonia (Tue. Wed). Queen Eliza- 
beth Halt 

London Symphony Orchestra 
conducted by Sir Colin Davis. 
Moran. Muhtar (Thur). Barbican. 
Royal Opera. Covent Garden: 
VfcrdPa Attila conducted by 

Edward Downes. 

BngUsh National Opera. CoB- 

■ adorn; Revival of David Fount- 

5 Tjey*a 1988 production of Busonis 
- Dr Faust, conducted by Antony 
;• Beaumont 

; Royal BaUrt, Covent Garden: 

The Planets and Enclosure, plus 
JUat Syncopations (Mon). 

Port* 

■ Parti Opera Orchestra conducted 
' byMyunyWhun Chung; Hoydn. 

Prokofiev (Mon-Wed). Bastille 
* Opera (*0011616). _ , ... 

Vienna PhUbannonic Orchestra 
L conducted fay Htaaido Mutt; 

Boetfaoven. ttmbms (Tue). Salk? 

; Flnyei (45838673) . 

Atflr Murray and Graham John- 


son: Schubert, Schumann, Ber- 
lioz (Tue 7pm)- AuditoriunsCha- 
telet (■10282840). 

Ballet Fr a n kfurt presents the 
premiere of SUngeriand. (40 28 
28 40). Tfeatre des Champs Ely- 


Utrecht 

Melos Quartet play Hindemith, 
Mozart and JanAoSk (Tue). Vie- 


Giasone. Three-act opera to Fran 
cesco Cavalli’s music (47 20 26 
87). 

Frankfurt 

Ludwig Gnettler and Friedrich 
Klrcheis: Jean Baptiste Loeihet, 
Strndella, Bach and Buxtehude. 
Ahe Opera (Tue). 

Leipzig Gewandhaus Orchestra 
under Kurt Mazur plays Brahms 
(today. Tue). 


Monnale Opera to Hans zander’s 
Stephen Climax conducted by 
Syivain Cambreling. Theatre 
Royal de la Monnale. (Wed 8pm). 

Amsterdam 

Bw gHkh Chamber Orchestra con- 
ducted by Jeffrey Tate. Pianist 
Mitsuko Ocblda plays Beethoven 
(Tue). Concertgebouw. 

Royal Concertjfebonw Orchestra 
members: C -ase l la. Mallptero, 
Berio, Respighi, Rote (Ttaur). 
Concertgebouw. ..... 
National Ballet with Under my 
Feet. Pyrrhic Donas n and a 
new ballet by Jan Linkens. (Tue 
and Wed). Muziektheater. 

The Hague 

Ncdcriands Bans Theater with 
La Cathcdralc Engloutu t and the 
world premieres of new ballets 
by Philip Taylor and Jeon-Chns- 
tophe Maillot, (not Mon). 


I PhiHiiimimilr With 

Bltane Rodrigues (piano): Men- 
delssohn, Beethoven. Schumann 
(Ttaur). Vredenburg. 

Brussels 

II Fandameuto Baroque Orches- 
tra conducted by Paul Dom- 
brecht performs La Fede Sacri- 
lega with the Currende Chorus 
and Marfe-Noelle de CaDatay 
(today 830pm). Maison de la 
Radio. 

Barbara Hendricks, accompanied 
by Stafian splwja, ntng g Brahms, 
Dvorak, Liszt, Mozart and Schu- 
mann. Palais des Beaux-Arts 
(Tue 8pm). 

Dizzy Gillespie and the United 
Nation Orchestra Palais des 
Beaux-Arts (Ttaur 880pm). 

Madrid 

Spanish National Orchestra and 
choir conducted by Antonio Ros 
Marba, with s«hnw Hass and 
Barbara Bomemann. Wagner 
programme (Wed). Auditorio 
National de Muslca (337 01 00). 

Barcelona 

Brigitte Fassheender with Wol- 
fram Rieger (piano). Schumann, 
Brahms (Tub). Palau de la 
Musics Catalans (268 10 00). 
Donizetti’s Roberta Deoemcc, 
in a new production conducted 
by Richard Bonynge. Gran 
Teatre del Uceu. (412 14 66). 

Bologna 

Lcs Percussions de Strasbourg 
playing Meqfew Malguasbca and 


Yannis Xenakis (today). Teatro 
Comunale (529999). 

The Nutcracker. Amedeo Amo- 
dio's version conducted by David 
Garforth. Teatro Comunale (Tue. 
Wed). (52 99 99). 

Marla rtpo plays Beethoven's 
fourth piano concerto with the 
Italian Youth Orchestra con- 
ducted by Gyorgy Gyorivanyi 
CTbur). Teatro alia Scala (80 91 

Rome 

Lactone Berk) conducts his own 
La Vera Storia (text by Itakj Cal- 
vino), (today. Tue). Auditorium. 
Via della Concfliazlone (654 1044). 
Gonfakme Chamber Orchestra 
conducted by Alberto Maria 
Giuri. Organ concertos by Bach, 
Handel, Corrstte and Karl Phi- 
lipp Emanuel Ttarh. with organ- 
ist Concedo Panone (Ttaur). Ora- 
torio del Gonfalone (68-75-952). 
Gregorian plainsonc ronrt nrtflrf 
by Pablo Co lino (Tbur). Church 
of St Ignazin (393304). 

Genoa 

La Smmamhnfa. Mattia Testa’s 
production made for the Teatro 
la Fenice in Venice, with Lud&na 
Serra as Amina. Pietro Bello as 
Elvina and Carlo Striuli as Count 
Rodolfo, conducted by Eugene 
Kahn. Teatro Margberita. 
(589.239). 

Chicago 

Lyric Opera. Frank Galatl directs 
a new production of Arganto’s 
The Voyage of Edgar Allan Poe. 
with libretto by Charles Nolle. 
Harold Prince's production of 
The Girl of the Golden West con- 
tinues, conducted by Bruno Bar- 
toiettL Civic Opera House (332 


2244). 

New York 

London Classical Players con- 
ducted by Roger Norrington. 
Beethoven. Mendelssohn (today). 
Avery Fisher Hall, Lincoln Cen- 
to- (874 6770). 

Tpninpari Phtlhnrmnni r con- 
ducted by Yuri Temirkanov. Pro- 
kofiev and Tchaikovsky (until 
Thur). Carnegie HaH (247 7400). 
New York Philharmonic con- 
ducted by Erich Letosdorf with 
Alicia De Larrocha (piano). Wag- 
ner, Mozart. Falla, Ravel (Tue); 
Erich Leinsdorf conducting. Stra- 
vinksy, Debussy, Beethoven 
(Thur). Avery Fi sher Hall. Lin- 
coln Center (S74 6770). 

New York Phllomnska con- 
ducted by Robert Johnson. Ham- 
ilton. Harbison, Schubert (Thur). 
Meridn Hall (362 8719). 
Metropolitan Opera. James Lev- 
ine conducts Arvfa Brown’s pro- 
duction of Pargy and Bess- He 
also conducts Piero Faggioni’s 
production of Un BaOo in Mas- 
them. Boris Godunov, conducted 
by Yevgeny Svetlanov. Guido 
Afrnone-Marsan conducts Riga- 
leaa with Jerry Hadley. (362 
6000). 

New York City Opera. John Leh- 
meyer's production of Martha, 
conducted by Arthur Fagen. The 
week also includes Scott Ellis’s 
production of Sondheim’s A Little 
Night Music. La Boheme and La 
Fmcudla del West. New York 
State Theatre. Lincoln Center 
(870 5570). 

Washington 

National Symphony conducted 
by Mstislav Rostr o povich with 

James Galway (flute), Toshiko 


Kotano (Elute). Weber, Khatchato- 
risn, Frescobaldi, Cimarosa, 
Tchaikovsky (Thur). Concert 
Hall, Kennedy Center (467 4600). 

Chicago 

Chicago Symphony Orchestra 
conducted by Larin Maswl with 
Frank Peter Zhum w nwinn anrt 
the Chicago Syrnpbcmy Chorus. 
Holst, Prokofiev (Tue); Leonard 
Slatkin cond u cting with Barbara 
NLssman (piano). Carpenter. 
Ginastera. Mussorgsky (Thur). 
Orchestra Hall (435 3322). 

Tokyo 

Tokyo Metropafrtan Symphony 
Orchestra conducted by Hiroshi 
Wakasugi. Schubert programme. 
Tokyo Bunks Kaikan (today) 

(882 0727). 

Cleveland Quartet Mozart. Bar- 
ba-. Schubert, Beethoven. Casals 
Hall (Wed). (403 8011). 

Cincinnati. Symphony Orchestra, 
conducted by Jesus Lopez-Cobos: 
Ravel, Bizet, Dvorak (Tue); 

Ravel, Tchaikovsky (Wed). Sun- 
tary HaD (505 1010). 

Deutsche Staateoper, Bexttn: 

Gala Concert. NHK Hall (Wed) 
(241 8111). 

Martha nwhaw Hmw» Com- 
pany. Temptations of the Moon, 
Dark Meadow. Acts of Light 
(today). Temptations of the Moan, 
Herodtade. Night Journey. Acts 
of Light (Tue). Shlnjuku Bunka 
Centre (580 0031). 

Bejart Ballet Lausanne. Ring 
Um Den Ring. New ballet/ 1 


de by Maurice Be) art, based on 
Wagner. Tokyo Bunka Balkan 
(Mon -Thor) (725 8888). 

Deutsche Stealsoper, 
Tristanund Isolde. NHK Halt 
Crimr) (235 1661). 


Black, the coy knowingness of 
Barbara Windsor, the attack of 
Georgia Brown. The weakness 
of this new biography Is that it 
leaves us no nearer under- 
standing the secret of Marie 
Lloyd's appeal 

She seems to have been 
rude, genuinely rude; the 
accounts of the anti-music hall 
clean-up campaigns of the day 
make hilarious reading. The 
Americans were scandalised 
not merely by her act but her 
private life, even clapping her 
Into detention on Fills Island 
at the height of her fame, like 
any unsavoury Immigrant, on 
finding that she had crossed 
the Atlantic in connubial bliss 
with a man she had omitted to 
marry. With respect to Macau- 
lay, when it comes to looking 
ridiculous the American public 
in one of its periodical fits of 
morality leaves the British 
standing. 

Mr Baker’s book is a clear 
chronicle of Matilda Alice Vic- 
toria Wood's career, avoiding 
deep analysis or even specula- 
tion (her frequent unspecified 
illnesses, for example, are not 
identified). The popular stage, 
like sport, provided common 
ground for low life and aristoc- 
racy, with the respectable mid- 
dle class not quite sure how to 
react Marie's three marriages 
- to toff, theatrical gent and 
violent ex-jockey - sum up the 
social flexibility. AH were fail- 
ures, as much through her own 
cheerful wilfulness as her hus- 
bands' shortcomings. 

Intriguing sidelights are cast 
on the hard grind that a suc- 
cessful career entailed - no 
wonder Dan Leno died mad at 
43. He had “the saddest eyes in 
the whole world", according to 
Marie. “That’s why we laughed 
at Danny. If we hadn’t laughed, 
we should have cried ourselves 
sick.” 

Marie’s fighting spirit alien- 
ated managements, helped 
theatre strikes and gave a 


MARIE LLOYD 
by Richard Anthony 
Baker 

Hale £13.95. 192 pages 

rough time to scabs like Belle 
Elmore, a “second-rate singer” 
unfortunate in more ways than 
one. Marie disliked Belle’s hus- 
band who constantly cadged 
half-crowns for drink; but that, 
it transpired, was the least of 
Dr Crippen's anti-social ten- 
dencies. 

Revue and the cinema had 
edged music hall into an Irre- 
versible decline by the time 
Marie reached middle age. A 
series of personal and profes- 
sional disappointments - the 
snub of omission from the first 
Royal Command Variety Per- 
formance (those managements 
had long and vengeful memo- 
ries) aged the star in parallel 
with the art she loved. Virginia 
Woolf notes Marie at 50, bat- 
tered and arthritic, with char- 
acteristically fastidious cru- 
elty: “a mass of 

corruption . . . waddling, 
aged, unblushing . . . She is 
beaten nightly by her hus- 
band.” 

Excellent appendices deal 
with those wwnng (except in 
the literal sense) heroes, the 
song-writers, none of whom 
made much money from 
adding catch-phrases to the 
language or setting the world 
whistling; and the entire list of 
theatres played by Marie Lloyd 
throughout Britain, from the 
Aldershot Hippodrome to the 
Empire, York. 

This fascinating section 
reveals that a few temples sur- 
vive to that popular art with 
its very English brand of 
naughtiness put over with 
wide-eyed innocence and 
wicked intent 


Martin Hoyle 


* 
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EC’s mistaken 


priorities 


THE HEADS of government of 
the European Community met 
in Rome as 12 leaders in search 
of an agenda. One was handed 
to them on a platter by the 
failure of EC farm and trade 
ministers to agree on a negoti- 
ating position on agricultural 
reform in the Uruguay Round 
of multilateral trade negotia- 
tions. Whereupon the 12 
decided to fiddle in Rome, leav- 
ing the problem of farm reform 
to bum. 

Many will argue that what 
the beads of government did in 
Rome justified their voyage. 
After all, the leaders issued 
communiques about the Middle 
East and promised both to 
study aid to eastern Europe 
and to consider humanitarian 
assistance to the Soviet Union. 
More strikingly, they agreed on 
conditions for a transition to 
the second stage of economic 
and monetary union, now 
expected to occur in January, 
1994. Moreover, “at the latest 
three years after the start of 
stage two" there would be a 
review of progress on mone- 
tary union “to enable the deci- 
sion to move to stage three to 
be taken within a reasonable 
time period". 

Set next to charting the EC’s 
monetary future until 1997 or 
later, the collapse of the Uru- 
guay Round in little over a 
month is perhaps too proxi- 
mate to have deserved the 
leaders' attention. Alterna- 
tively. they may think it too 
trivial. If so, they are wrong. 



benefits of liberalising the CAP 
alone. Neither proposition is 
all that surprising: the EC’s 
steepest barriers to commerce 
are external, not internal, 
while the benefit of any liberal- 
isation is largely a function of 
the height of the barriers to be 
liberalised. 


Self-interest 


The Commission has pro- 
duced detailed analyses of the 
economic benefits of the pro- 
gramme to complete the inter- 
nal market and, less than two 
weeks ago, no less than 350 
pages on the merits of Emu. 
Because the Commission’s 
resort to economics is strictly 
self-interested, no comparable 
work has been done on the 
benefits of liberal external 
trade In general, and of liberal- 
ising the common agricultural 
policy (CAP) in particular, 
though both topics are quite as 
amenable to such analysis as is 
Emu. 

Any such analysis would 
almost certainly have con- 
cluded that the economic bene- 
fits of Emu would be dwarfed 
those of a comprehensive 
jralisation of external trade. 
They might be exceeded by the 
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Trade bog 

If economics cannot be 
called in aid. perhaps politics 
justified the priority accorded 
this weekend to planning a 
route to the distant mountains 
of Emu over escaping from the 
trade bog in which the EC 
finds itself This view, too, is 
mistak en. AS the Rnmmisginn 
itself remarks in the introduc- 
tion to its proposals on Emu, 
“the Community will not be 
able to put plans [foe economic 
and monetary union and politi- 
cal union] into effect unless 
it . . . lays the foundations for 
the new system of interna- 
tional relations in which his- 
tory has reserved for it, if it 
has the will azzd the means, an 
important role alongside the 
other great world powers.” 

Yet it is trade that will in 
large measure determine the 
nature of the EC's relations 
with eastern Europe and the 
Soviet Union, with the develop- 
ing countries, with the flour- 
ishing economies of east Asia 
and with the other economic 
superpowers, the US and 
Japan. What then is told to the 
rest of the world by the EC's 
persistent devotion to the prin- 
ciples of the CAP? What is told 
by the inability of the EC to 
agree, at past the last hour, on 
a negotiating proposal which 
p.nfariis a further reduction of 
perhaps only 15 per cent in 
aggregate farm support? What 
is told by the EC’s apparent 
wfilitigness to see the Uruguay 
Round collapse? The t*ip is one 
of short-sightedness, folly and 
indifference. 

December will be eventfuL It 
will see the German elections, 
the end of the Uruguay Round 
in Brussels and the opening of 
the EC’s two intergovernmen- 
tal conferences. If the EC does 
not change its priorities soon, 
the Uruguay Round will first 
unravel, not inappropriately, 
in Brussels. The EC will then 
be able to examine its eco- 
nomic, monetary and political 
navel, all the while watching 
the international trading sys- 
tem disintegrate around it 


to reform 
A-levels 


DOWNING Street appears to be 
obstructing reform of Britain's 
sixth form education as reso- 
lutely as it opposed member- 
ship of the European exchange 
rate mechanism. The prime 
minister reportedly regards 
Advanced (A) level examine- 
Rons as axv educational “gold 
standard” that must not be 
devalued. 

Two years ago. the Higgin- 
son committee’s cogent plans 
for broadening sixth form edu- 
cation were summarily 
rejected. Similar reforms are 
now being urged by the 
Schools Examination and Advi- 
sory Council (SEAC), which 
advises the government on cur- 
riculum matters. SEAC wants 
sixth form students to study- 
five or six subjects, instead of 
the customary two or three 
A-levels. It wants more empha- 
sis placed on skill acquisition, 
and course work to play an 
important role in determining 
a student's final grade. 

Tins package of reforms is 
aimed at curbing premature 
specialisation and boosting 
staying-on rates. It is undoubt- 
edly a step in the right direc- 
tion, and has been widely wel- 
comed by schools, universities 
and industry. Yet the govern- 
ment appears likely to reject 
the proposals as an erosion of 
the supposedly high standards 
guaranteed by traditional 
A-levels. 


and the US, a curriculum that 
allowed 16 to 19 year olds to 
specialise exclusively in maths 
and science or in languages 
and literature would be 
regarded as absurd. There is no 
virtue in turning out engineers 
who cannot communicate or 
arts specialists who can barely 
calculate percentages. On the 
contrary, it is now widely 
recognised that a broadly 
based education, embracing lit- 
erature, languages, and natural 
and social science is the best 
preparation for life and work. 


Strong start 

The most powerful case for 
A-levels is made by head teach- 
ers in the independent sector, 
many of whom achieve out- 
standing academic results. 
They point out that students 
achieving high grades in A-lev- 
els attain standards not 
reached in most other coun- 
tries until the early years of 
university. This strong start 
allows the brightest students 
to achieve exceptionally high 
standards in undergraduate 
degree courses that remain the 
shortest in the industrial 
world. Scrap A-levels, they 
argue, and you not only throw 
away a uniquely rigorous 
school exam, you u ndermi ne 
the entire university system. 

This superficially plausible 
argument needs to be con- 
fronted head on. A-Jevel stu- 
dents achieve high standards 
in individual subjects only by 
Hint of excessive specialisation. 
In continental Europe, Japan, 


Compelling argument 

But there is an even more 
compelling argument against 
A-levels. It is that the UK can 
no longer afford the social and 
economic costs of educational 
elitism. A system that foils to 
cater for the bottom 80 per cent 
of the ability range and offers 
no recognition for vocational 
achievement ought to have 
been scrapped decades ago. It 
is certainly out of place in the 
1990s, when economic perfor- 
mance is influenced mote by 
the skills and ability of the 
work force as a whole than by 
the academic prowess of an 
intellectual elite. 

What Britain needs is a 
broad baccalaureate-style 
exam, offering a range of aca- 
demic and vocational courses 
designed to challenge students 
of all tastes and abilities- Over- 
seas experience suggests that 
this is a perfectly feasible 
objective. 

Critics in the independent 
sector are right to point out 
that broader courses in sixth 
forms would require reform 
within universities. But curric- 
ulum change in higher educa- 
tion is long overdue: Britain 
needs to move into step with 
the rest of the developed world 
by providing broader and lon- 
ger degree courses - as well as 
greater opportunities for speci- 
alised postgraduate study. If 
necessary, the cost of such ben- 
eficial changes should be par- 
tially recouped by imposing 
modest fees on middle-class 
students. 

Anachr onisms in higher edu- 
cation must not be allowed to 
obstruct essential restructur- 
ing of education for 16 to 19 
year olds. It is time to address 
the educational needs of the 
average, as well as the excep- 
tional, sixth form pupil 


Sweden’s new austerity measures may not be enough to revivify an economy 
which has been looking increasingly sclerotic. Robert Taylor reports 


End to old go-it-alone illusions 


S weden's famous economic 
Model - the envy of the world 
for more than half a century 
- is dead. It passed away last 
Friday afternoon as its authors - the 
ruling Social Democratic party - 
announced a Skrisbn (£l.4bn) cuts 
package which trims health benefits 
and reduces tbe size of the state 
bureaucracy. Even Sweden can no 
longer live with the old illusion that it 
can pursue a national economic policy 
based on Keynesian principles of 
demand management. 

The outside world is now dictating 
what it can and cannot do. Under 
intense pressure from overseas finan- 
cial opinion that forced up interest 
rates to 17 per cent nine days ago and 
led to a huge outflow of capital from 
Sweden, the Swedish government is 
having to ahanrinn a long-held belief: 
that the commitment to full employ- 
ment and the defence of the welfare 
state should be over-riding priorities. 

Over the nest few days the money 
markets will decide whether the aus- 
terity measures are sufficient to 
restore international confidence in 
the health of the country’s economy 
and dispel suggestions that the cur- 
rency will be devalued. 

The omens do not look good. The 
cuts are for less than die SKr25bn 
originally forecast, amounting to 
under 2 per cent of tbe total budget 
Many Swedish industrialists and 
financiers expressed their doubts and 
disappointment over the weekend. 
What looks draconian to Sweden’s 
ruling Social Democratic party is 
likely to seem modest to more hard- 
headed overseas business opinion. 

But neither Prime Minister Ingvar 
Carisson nor his finanpp minister . Mr 
Allan Larsson, can be in any doubt 
that their package - hastily cobbled 
together over a week - can only be 
the start, not the conclusion, of what 
promises to be Sweden's painful but 
necessary adjustment to economic 
reality. 

Now it is the international me 
markets which have become the 
ters of Sweden’s future, not the Social 
Democratic ideologues who built up 
the famed Swedish Model of economic 
management “For the first time since 
they came to power in 1932 tbe Social 
Democrats have agreed to cut public 
spending in an economic downturn. 
The markets have forced them to 
act”, says Mr Klaus Eklund. a leading 
Social Democrat economist who used 
to work at the Ministry of Finance. 

Tbe package is also aimed at keep- 
ing Sweden’s budget balanced for the 
coining year, the government recog- 


nises that the return of a budget defi- 
cit would farther shake confidence. 

A bitter reaction to the cuts pack- 
age may soon come from many people 
in the once dominant but now demor- 
alised trade union movement who 
find it difficult to come to terms with 
the onset of hard times and who 
believe that Sweden can somehow 
still go it alone. The size of the public 
spending cuts - which will, among 
other changes, redace the value of 
sick benefits for tbe first three days of 
illness in the case of children as well 
as adults - is perhaps less important 
to the party faithful than a recogni- 
tion of the policy shift 

There is a depressing familiarity 
about this for anybody who remem- 
bers the experience of the last Labour 
government in Britain between 1975 
and 1979 and the Mitterrand economic 
experiment of reflation in France dur- 
ing the early 1980s. Sweden has been 
compelled to accept its economic trou- 
bles can only be solved with the sup- 
port of international markets. 

Indeed, the package’s declaration 
that Sweden wishes to join the Euro- 
pean Community may turn out to be 
its most important ingredient It is an 
attempt to reassure the markets that 
Sweden intends to move rapidly into 
the EC - perhaps by early 1993 - 
with all the financial disciplines that 
this would involve. 

In their new warmth for the EC, the 
Social Democrats can at least expect 
to carry Swedish public opinion. A 
change in attitude to the EC has 
occurred over the past six months fol- 
lowing German unification, the end of 
the Cold War and the erosion of the 
military blocs. Neutrality - until 
recently seen as a formidable obstacle 
to Swedish EC membership - looks 
increasingly irrelevant. 

The speed with which outside 
events in Europe have forced them- 
selves on to Sweden’s settled ways is 
placing enormous strains on its social 
stability and cohesion because it 
threatens many powerful vested inter- 
ests in the public sector. As Sweden 
rejoins Europe’s mainstream, it is 
going through what is turning into a 
painful period of transition, perhaps 
the most profound it has known since 
its own industrial revolution. 

Since the early 1930s Swedish poli- 
cymakers have developed their own 
separate response to economic man- 
agement To the admiration of many 
on the democratic left they seemed to 
have created a successful society 
which guaranteed full employment 
and a comprehensive welfare state 
founded an the back of a highly redis- 


tributive tax system and egalitarian, 
centralised wage bargaining. 

A dynamic labour market strategy 
of training and redeployment and a 
tight fiscal policy caused tbe resulting 
Swedish Model to be bailed as a suc- 
cessful blend of tbe free market and 
social justice. 

But tbe fully-fledged Model worked 
successfully only for a relatively short 
period - from the late 1940s until the 
end of tbe 1960s. It did so through an 
“historic compromise” between capi- 
tal and labour which accepted tbe 
peaceful coexistence of a thriving pri- 
vate industrial sector and strong, 
responsible trade unions. The Model 
was held together by a genuine social 
consensus, based on self-discipline 
and a feeling of worker solidarity. 

From 1970 onwards the consensus 
grevr more difficult to preserve. 
Indeed, the Swedish economy began 
to reveal alarming signs of sclerosis. 
Its growth rate - which, apart from 


The international money 
markets have become the 
arbiters of the country’s 
future prosperity 


Japan's, had been the best in the 
western industrialised world since the 
1860s - began to falter. Productivity 
became sluggish. The habm»v» of pay- 
ments fell into deficit Increasingly 
Sweden’s basic industries grew 
uncompetitive and inflexible to 
change. Above alL wage and price 
infla tion in a tight labour market 
nnrigrmmfiri its international competi- 
tiveness. 

At the same time, the country's 
public sector, relative to all other 
types of economic activity, grew into 
the largest in the world. There was a 
corresponding growth in the propor- 
tion of the gross domestic product 
devoted to public expenditure; this 
climbed to just over 60 per cent by the 
early 1980s. Today, more than one in 
three of Sweden’s workers is 
employed in the public service sector, 
mainly in local government, health 
and education. 

Many economists believe Sweden's 
public sector jobs expansion crowded 
out the market economy. They argue 
that a co nn ection exists between the 
country’s relatively poor post-1970 
economic performance and its huge, 
insatiable public sector. 

Traditionally, Sweden's policymak- 
ers escaped from their troubles 
through strategic currency devalua- 


tions. This was the pattern from 1931. 
until tire 16 per cent cut in the value 
of the Krona in September 1982. 

Now such a strategy looks incon- 
ceivable without inflicting severe 
“ damage on Sweden's international 
credibility. Nor would it do anything 
to cure its underlying economic IQs. 

Under the directum of Mr KjeB-Olof 
Ffeldt, the then finance minis ter, after 
September 1982, tbe country deregu- 
lated its protected financial system. It 
abolished foreign exchange controls 
in July 1989. 

Tbe objective was clear - to inter- 
nationalise the Swedish economy and 
open it to tbe creative stimulus of 
global pressures. The country’s finan- 
cial integration into the world econ- 
omy was paralleled in the past two 
years by a rapid move by Swedish 
industry into the EC. exemplified by 
the tiring outward flow of Investment 
to western Europe by the larger com- 
panies. 

Unfortunately, Mr Feldt’s liberal 
policies did not Initiate any comple- 
mentary industrial restructuring or 
social measures designed to reform 
the public sector. 

The trade unions fought against Mr 
Feldt all the way and his views 
aroused predictable uproar from 
vested interests across the public sec- 
tor. As a result, he was forced at 
times to compromise his own better 
judgment, though financial retrench- 
ment has been much greater than 
many outsiders realise. 

For a time it did not sean to mat- 
ter. The 1982 devaluation coincided 
with an upturn in world trade and 
boosted Swedish industry so it looked 
as though tbe country's economic 
revival was based on sound founda- 
tions and structural change was less 
urgently needed. 

From late 1988 there was a rapid 
deterioration in Sweden's balance of 
payments deficit, sluggish growth, 
and above all the return of a familiar 
bout of self-destructive, wage-push 
price inflation coupled with stagnant 
productivity in an overheated labour 
market 

Mr Feldt wanted to cool demand in 
the spring of 1989 but the unions 
attacked him and he foiled to win 
htical support Last February, he 
resigned in exasperation after 
parliament rejected a planned two- 
year freeze on wage, price and divi- 
dend increases. 

Now his successor, Mr Larsson, has 
been compelled in even more difficult 
circumstances to act and. in acting, to 
sacrifice in the process ideological 
assumptions that have dominated 


Social Democracy since the 1930s. 

Ministers cannot say. so but full 
employment is no longer the over-rid- 
ing priority of economic policymaking 
the way It was from the Great Depres- 
sion to tbe recent past At present, 
Sweden has a registered rate of jobles- 
sness of a mare L5 per cent, one iff the 
lowest in the western world, but this 
can be to climb sharply by 

the end of next year. ' 

Moreover, Mr Larssonfhas admitted 
openly that Sweden must reduce the 
pro p ortion of its GDP devoted to the 
public sector. In fact, the country’s 
huge public sector. is about to be 
reformed radically with the introduc- 
tion of private initiatives in health 
and childcare services, as well as the 
partial privatisation of state indus- 
tries and utilities such as telecommu- 
nications and electricity supply. 

The government also Intends to 
remove the existing legal p r otecti ons 
that hamper the flow of Investment, 
into tbe country by opening Swedish 
companies to the pocsfirility of foreign 
ownership. It will seek to remove the 
last bastions of agricultural protec- 
tionism and to introduce greater com- 
petition Into retail trade. The con- 
sumer is at last to replace the 
producer in Sweden as the power in 
the marketplace. 

In January, the country's tax 
reform will coma into force. This is 
designed to encourage greater per- 
sonal choice and to increase individ- 
ual incentives to work and save. Yet 
more will be needed. The Social Dem- 
ocrats are going to have to modify 
their befiefm high levels of taxation 
and bring Sweden more into line with 
the lower rates enjoyed by the rest of 
western Europe. 

Most Swedes do not yet realise the 
magnitude of the changes to their 
cherished way of life which they will 
have to accept over the next few 
years. An alarmingly wide gap in per- 
ception exists between the policymak- 
ers and the electorate. 

Sweden’s once stable political sys- 
tem is fragmenting. The ruling Social 
Democrats govern without a parlia- 
mentary majority. Their poll rating is 
down to only 32 per cent, with the 
next general election a mere 11 
months away. At the same time, the 
apposition remains divided, more by 
personalities than policy. 

Governing Sweden is much more 
difficult than it used to be at a time 
when its economic troubles require 
strong united political leadership. The 
latest crisis looks like being just an 
episode in the unfolding drama of the 
aid to Sweden’s isolation. 


Worlds of 


meaning 


■ The conference iff Britain’s 
Institute of Personnel Manage- 
ment has just brought to light 
a likely new star of the world's 
management sgmtnar circuit. 
He is Fons Trompenaais, a 37- 
year-old consultant advising 
international companies about 

cultural differences between 
countries. 

Working with David Whea- 
tley of the London-based con- 
sultancy, Employment Condi- 
tions Abroad, he has 
questioned thousands of busi- 
ness people from a mix of 27 
nations about their attitudes 
to such things as work, social 
responsibility, and time. 

As a result, for instance, be 
says the Dutch and Germans 
can be expected to turn up for 
a meeting exactly on cue. Brits 
and Americans will probably 
arrive inside five minutes 
either way, and Italians and 
Spanish inkde 15. The French, 
however, are usually late, and 
with Arabs and Africans any- 
thing goes. 

Besides possessing a wealth 
of information, the half-Dutch 
half-French Trompenaars has 
a rare talent for presenting 
it palatably. Here he Is on dif- 
ferences in friendliness to 
strangers: 

“If you stand in Fans read- 
ing a tourist map and looking 
puzzled, you can stay there 
three months and nobody will 
come near, hi Philadelphia, 
within seconds people are 
marching up wanting to help. 
As for New York, don't tty it 
- they’ll steal your map.” 


Silver lining 


The current European Com- 
munity marathon over form 
subsidies, reminiscent of some 
iff the great agricultural price 
battles of the early and mid 
1980s, may have cast a dark 
cloud over the trade taivg 
known as the Uruguay Round. 
But for the Grand Duchy of 
Luxembourg at least there is 
a valuable silver lining- 


Obser ver 


Under rules which go back 
more than 20 years all meet- 
ings of the Council of Minis ters 
scheduled for April, June and 
October take place automati- 
cally in the EC’s tiniest mem- 
ber state (area; 999 square 
miles) rather than in the Coun- 
cil's more familiar and more 
widely used headquarters, the 
Charlemagne building in 
Brussels. 


Irish hopes 


■ Stand by for a sporting mira- 
cle. On one band, there is 
Lester Piggott, jockey 

extraordinaire, who, at the 

tender age of 55, is back in the 
saddle. On tbe other Is the 
trilbied figure of Vincent 
O’Brien. 73, the Irish trainer, 
who, with more than 40 Classic 
winners to his credit, is a 
living icon iff the racetrack. 

On Saturday, the 
Piggott-O’Brien pairing won 
the $lm Breeders’ Cup Mile 
at Belmont Bark, New York, 
with a horse called Royal 
Academy. Last week, in a 


single afternoon’s racing at 
ide Dublin, 


the Curragh, outside 
Piggott rode four winners for 
the O’Brien stable. 

Piggott is a revered figure 
in Ireland and the Irish 
punting fraternity is ecstatic 
at the recent turn of events. 
Time was when the pairing 
swept all opposition aside, 
winning races with almost 
boring regularity including 
four Epsom Derbies. But recent 
years have not been so good. 

Lester Piggott retired, then 
found himself jailed for tax 
offences. Meanwhile Vincent 
O’Brien was losing his winning 
touch. Classic Thoroughbreds, 
a public company started by 
O'Brien and other aficionad o s 
of the track to produce classic 
winners and sell them on to 
stud, has failed miserably. 

At one stage Class tc 
Thoroughbreds shares were 
I4ip. Last week they were only 
Bp. Even with Lester Piggott 



“Not quite the hurricane 
I was expecting." 


in the saddle, it is unlikely that 
the O'Brien company fortunes 
will change. 

However, that is not what 
concerns the Irish punter. 
Instead, he looks for a miracle 
of the turf. Lester Piggott, a 
few years short of his old-aj 
pension, riding another Dei 
winner - out of the O'Brien 

stable. 


Gold plate 


- 'Ben”, the UK motor trade’s 
benevolent fund which looks 
after hundreds of the sector’s 
sick and retired, is £25,000 
better off thanks to a simple 

change of name by one of its 
supporting bodies. 

Just under a year ago the 
Motor Agents Association, 
which represents thousands 
of the country’s motor traders, 
became the Retail Motor Indus- 
try Federation. As that made 
redundant the association’s 
flagship car number plate of 
more than 30 years, MAA l, 
it was put on safe to tbe 
highest bidder. 

Enter, waving cheque book, 
ADT, the vehicle auctions and 


electronic security group — 
or more precisely its chairman 
and president, one Michael 
Anthony Ashcroft 


Mis-belief 


■ The powers-that-be in UK 
education feel confident of 
their job-security despite Mar- 
garet Thatcher’s proposal to 
increase parents’ clout by giv- 
ing them vouchers to be 
“cashed” at schools of their 
choice. 

The present establishment’s 
c on fi de n ce rests on tbe wide- 
spread belief that the last 
enthusiast for vouchers - Sir 
Keith (now Lord) Joseph when 
education secretary in the mid- 
1980s - rejected them because 
they would be Impossible to 
administer. 

In fact, his inquiries showed 
■it would be perfectly feasible 
to organise a voucher scheme. 
His reason for scrapping the 
idea was politicaL 

% decided it would be 
impracticable to experiment 
with vouchers in a few areas 
before introducing them full 
scale. The existing educational 
- controllers’ vested opposition 
to the change was such that 
they would make sure the 

trr p e rimmhi faffe d. 

The only way of making the 
idea a reality was to put the 
vouchers into force nation- 
wide at one stroke. And that 
would not be practicable 
unless the Tory party was 
united in favour of them, 
which it (dearly was not 

Since it still isn’t, the conflr 
deuce of the powers-that-be 
seems justified. But they might 
do better to be confident for 

the right reason. 


Final blow 


■ A 21-year-old woman in Alar 
bama has been gaoled for 20 
years for killing her philander- 
ing common-law husband with 
a knife. She had evidently tried 
to dtoq iafle him from having 
affairs in the same way before. 

When asked by pohee how 
many times she'd stabbed turn, 
she replied; “You mean today?" 
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L ooking down the river from 
Charing Cross to Canary 
Wharf; the cranes that domi- 
nate the skyline testify to the greatest 
building bonanza that London has 
ever known. 

Upstream, however, there is nalna- 
We evident that the boom is^nrer. 

the imposing neo-classi- 
rai building that usedtote theseatof 
Greater London Council stands 
empty after the collapse of plans to 
create of one of the largest post-war 
developments in central London. 

Three weeks ago, the Anglo-Japa- 
nese consortium behind theTpropoSd 
hotel, business centre and residential 
complex pent into receivership, after 
““ £185m tt 

J&EZSi **“ * ailuTe of the deal can 
be blamed on planning delays and dis- 
arr ? y .^ monB t b e consortium. But 
underlying the group's inability to 
come up with the cash is the deep 
malaise in the London property mar- 
ket. 

When the plan was conceived two 
years ago, the market - buoyed bv 
several years of soaring rents - reck- 
oned that rents were hearting for £gn 
per square foot Now that looks 
absurdly optimistic. Taken together 
with hailing property values, the proj- 
ect may be uneconomic. 

The Cate of the empty bufldtag and 
the forest of cranes further down the 
river are inextricably linked. “The 
main problem facing the property 
market is not high interest rates, or a 
lack of tenant demand but simply the 
huge volume of development work in 
progress," says John Atkins of UBS- 
Phiilips & Drew. 

The quantity of building work - 
and the vast acreages of surplus 
offices it engendered - has i ndeed 
been striking. There are now enough 
bud dings on the market in Central 
London to accommodate all the 
workers of Bristol This is in stark 
contrast to the mid-1960s when there 
was a serious shortage of nfWno space. 

When the Docklands are Tnrf nflM 
in the equation, the figures are even 
more worrying, although the area's 
transport problems help City develop- 
ers play down its threat Central Lon- 
don, including the Docklands, is due 
to expand a further 16.9 per cent in 
1990 and 1991, according to Salomon 
Brothers, the securities house. 

Periods of excess supply are rela- 
tively common in pr o pe r t y markets, 
but the London surplus is unprece- 
dented on this side of the Atlantic. It 
grew through an unusually potent 
mix of motives on the part of the 
banks, the developers, the City and 
the tenants, first, there was the obso- 
lescence of most London offices, three 
quarters of which were built before 
1980. The arrival of the personal com- 
puter created a need for new build- 
ings with adequate floor voids, electri- 
cal capacity and air comfltioning. 

Second, there was strong demand 
for large, open-plan offices triggered 
by the surge in global financial ser- 
vices groups. This trend did hot live 
up to expectations. “We did not know 
that there would be such a shakeout 
in the financial services industry", 
comments Mr Janies Tuckey, manag- 
ing director of MEPC, one of the most 


Vanessa Houlder reports that the special conditions which 
supported London’s property upswing have run their course 

A deep malaise which 
may take years to cure 







The activity at Canary Wharf testfflea to (he surge In property development from the City eastwards. 
Upstream on the Thames, however, there is evidence that the heyday of building offices la finished 
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active developers in Central London. 

None the less, demand has not 
faded away. Solicitors and accoun- 
tants are hungry for new office space, 
as demonstrated last week when Coo- 
pers & Lybrand Daloitte, the account- 
ing firm, took Rosehaugh Stanhope's 
Lndgate development in the UK’s 
largest letting. 

Third, new tracts of land became 
available. The Docklands opened and 
the City felt threatened by the poten- 
tial of an area that could offer modem 
offices at half the rent of the Square 
Mile. As a result, it relaxed Its plan- 
ning rules in 1986 to allow an addi- 
tional 20m sq ft of office space. 

Fourth, and perhaps most impor- 
tant, there were new sources of 
money for property companies. Over- 
seas banks became increasingly 
aggressive prop e rt y lenders, account- 
ing for some 43 per cent of the £87bn 
in outstanding loans to DE property. 

Moreover, new forms of financing, 
using off-balance sheet debt, allowed 
companies to undertake speculative 
developments, breaking with the tra- 
dition of preselling property to insti- 
tutions, which, significantly, were 
showing tepid interest in property. 

Tbe importance of the growth of 
speculative development is immense. 
As Christopher Edwards of tbe Pru- 
dential puts it “The developers manu- 
factured their own appetite which did 
not recognise where long term 
demand was from.” 

This lack of foresight, combined 
with the feverish pace at which devel- 
opers were planning new hull rtfrign , 


has culminated in the severest slump 
in is years. 

The worst affected are developers 
who cannot let their properties, la the 
short term, much of the demand for 
modem office space is frustrated by 
the difficulty of disposing of old 


But even those who can find a ten- 
ant will be affected by oversupply as 
it will put pressure on rents. In the 
worst-hit area of the City of London 

New techniques of 
financing, using 
off-balance sheet debt, 
allowed companies to go 
ahead with speculative 
developments 

rents have fallen by 10 per cent this 
year. In the view of Baker Harris 
Saunders, chartered surveyors, there 
will be no rental growth, above infla- 
tion, until the middle of the decade 

The poor outlook for rents bites two 
ways for the developer trying to sell 
the p r operty. The price he will get 
depends both on the rent paid on the 
property and on the yield (the ratio of 
rent to capital value) demanded by 
the institutions. 

Without the likelihood of good 
rental growth - and with high inter- 
est rates - there is little reason why 
institutions should invest in property 
rather than, siy, gilts. The average 


yield, as measured by Bfilier Parker, 
chartered surveyors, has overtaken 
that of the property slide of 1975 to 
stand at an all-time high of 8.7 per 
cent 

Bulls argue this could he a turning 
point “A further round of base rate 
cuts will leave [property] looking very 
cheap indeed on mathematical 
grounds if nothing else”, says Gareth 
Evans at Charterhouse Tfiney. 

But there may be other obstacles. 
Property yields have risen throughout 
the 1980s, suggesting a fundamental 
change of heart by the institutions. 
The percentage of institutional portfo- 
lios devoted to property has itecHned 
from 18 per cent to U per cent over 
the course of the 1980s. 

At first, however, the sight of the 
UK players bailing out of the market 
was upstaged by the arrival of over- 
seas money. Last year, the UK institu- 
tions sold £65.4m of property in Cen- 
tral London, while overseas investors 
Invested about £3bn. 

The Japanese life funds and con- 
struction companies marta the boldest 
entrances, making lavish offers for 
large, prestigious buildings in central 
positions. A stream of Swedish money 
has also come into the UK, after the 
easing (rf restrictions by the Swedish 
Central Rank 

Many of these investors emphasise 
that they are taking a long term view. 
Given the pre-eminence of London as 
a finanrfal centre and the security of 
tiie UK's Lease structur e, they believe 
that modem, centrally-located build- 
ings will remain a valuable commod- 


ity, regardless of short-term fluctua- 
tions. 

None the less, many analysts are 
convinced that overseas investment 
has peaked. 

Particular attention is focused on 
the developers and construction com- 
panies that are financed by short-term 
debt. In addition to tbe strain inflicted 
by the rise in interest rates, they - 
and their bankers - may be deterred 
by their experience of book losses in 
the UK. Tbe scale of the problems in 
UK property were brought home to 
the Swedish market when Nyckeln, a 
finance company, went into adminis- 
tration after large losses from its UK 
p r o perty Tending. 

But even If overseas investment 
continues the gap between the prop- 
erty on the market and available 
funds is yawning. Mr John Atkins of 
UBS Fhflrfps & Drew calculates that if I 
speculative development accounts for j 
30 per cent of bank lending, some ! 
£9bn of new property is being sup- 1 
plied to the property market each 
year. Assuming that overseas and UK 
institutional investment remained at 
last year’s level it would account for 
little more than half that needed. 

This is a recipe for disaster, 
although one that will be confined to 
selected parts of the market Develop- 
ers with first-class offices in first-class 
locations will let and sell their proper- 
ties comfortably; and well-established 
companies with ample cushions of 
investment income will be able to 
cope with falling asset values and 
empty properties with impunity. 

But developers who bought land in 
the last couple of years, who worked 
on over-optimistic estimates of 
prices, who were delayed by last 
year’s steel erectors' strike and who 
found their margins squeezed by the ! 
increase in interest rates, are in seri- I 
ous trouble. 

So too are the hanks which lent 
them the money. As much as £7bn is 
at risk, in the view of Ken Caesar, 
head of corporate recovery at Richard 
Ellis, chartered surveyors. The prob- 
lem is exacerbated by the surge in 
b ank lending that took place over the 
past couple of years, when developers 
were paying inflated land prices. 

It is not yet clear how aggressive a 
stance the b anka will take. Some evi- 
dence will emerge in the coming 
weeks as companies that failed to 
meet the interest hills due on tbe Sep- 
tember Quarter Day go into receiver- 
ship. 

Fears that the banks will pull the 
rug from underneath pr op e rt y compa- 
nies are heightened by the interna- 
tional nature of the tending at a time 
when almost every large property 
market round the world has prob- 
lems. On the other hawd a putting a 
company into receivership may not 
solve the hanks' problems. If there are 
no buyers for the properties, they 
may be left in the banks' hands for 
some time to come. 

Few people fear a re-run of the 
events of the early 1970s. There are no 
secondary h anks on the scene and 
lenders have a smaller proportion of 
their loan book devoted to property. 
But given the current outlook, the 
property market may take years, not 
months, to recover. 


LOMBARD 

Adding value 
to exports 

By Christopher Lorenz 


FROM THE moment that 
Britain entered the European 
exchange rate mechanism in 
early October at the relatively 
high rate of DM2.95 to the 
pound, there has been much 
public worrying over the 
impact of the derision on UK 
exports. Virtually all of the 
comment has been about costs, 
productivity and prices. Hardly 
any attention has been paid to 
ways of coping with a strong 
currency by adding extra value 
to products and services. 

The tenor of the whole 
debate was epitomised last 
week by a statement from tbe 
Confederation of British Indus- 
try. For the umpteenth time in 
the past 15 years it reduced the 
complex question of Britain's 
trading “competitiveness" to 
the sim plistic issue of the level 
of sterling. Most economists 
fall Into precisely the same 
trap. 

Their myopia is not confined 
to the UK. In America, too, 
slight variations in the level of 
the dollar have for years been 
heralded as spelling automati- 
cally good or bad news for the 
country's trading prospects. 

Yet, as the CBI itself has 
recognised publicly on rare 
occasions, few products other 
than pure commodities sell 
simply - or even mainly - on 
price these days. British ami 
US customers, for capital as 
well as consumer goods, flock 
to buy German and Japanese 
products mainly because of 
various value-adding charac- 
teristics: what economists call 
“non-price factors”, and mar- 
keting folk dub “differentia- 
tion". 

Price certainly plays a part 
in international trade, ranging 
from major to minor. But so, in 
a growing number of products 
and markets, does a combina- 
tion of non-price factors: speed 
and reliability of delivery and 
service; quality; and various 
facets of design, from perfor- 
mance features to appearance 
and even “feel”. 

In Britain, the importance of 
such footers in a wide range of 
sectors has been underlined by 
a string of research studies, 
starting with a seminal report 
by the National Economic 
Development Office as far back 
as 1077. 

UK industry has not been 
entirely blind to this message. 


In the stiffening competitive 
wind of the early 1980s, many 
companies began to shed their 
notorious reputation for poor 
delivery and service. Then, in 
common with most other west- 
ern countries, came a wide- 
spread awakening to the 
importance of quality. 

Several years on, however, 
far too many UK companies 
still see quality as some sort of 
holy grail rather than as what 
it has now become in many 
product markets: merely a nec- 
essary qualification for playing 
the competitive game, rather 
than a tnpans of winning it. 

On the other hand, the 
importance of design remains 
unappreciated by many UK 
manufacturers despite a 
decade of government cam- 
paigning - and despite 
design's manifest competitive 
force in the hands of the Ger- 
mans, Japanese, Italians and 
Scandinavians. 

One of the reasons Britain 
finds it so hard to make the 
best of such non-price factors 
is its deeply inbred tradition of 
selling low or medium-grade 
products at low prices. To 
change course requires a new 
set of strategies, investments 
and skills - and frequently 
new management too. 

For a company to make the 
leap was difficult enough in 
the booming 1980s. Now, with 
domestic recession gaining an 
ever tighter grip and profits 
tumbling, it might seem too 
tall an order. 

Yet there is no other route to 
competitive survival Unit 
costs must certainly be cut fur- 
ther - total costs, not merely 
those for labour. But on the 
other side of tbe equation there 
must be much greater invest- 
ment in the adding of extra 
value. On no account should 
companies follow their tradi- 
tional, and dangerous, reces- 


sion “strategy" of cutting back 
on the development of new 
products. 

Nor, in time-honoured Brit- 
ish fashion, should they set too 
much store by their current 
attempts to switch mundane 
existing products to export 
markets in order to compen- 
sate for domestic recession. 
What today’s customers want, 
at home and abroad, is consid- 
erable added value at a reason- 
able price. 


Letters 


ime to replace the 
;tail price index 


The EC and high-tech industry 


From MrRhodri Morgan MP. 

Sir, Most of the govern- 
ment's efforts post-entry to the 
exchange rate mechanism 
(ERM) to promote the need for 
all the economic players in the 
game to change their ways 
have concentrated on wage 
negotiators. 

The strength of its persua- 
sive message to them would be 
enormously increased if it took 
a lead Itself in ousting the 
Retail Price Index from Us own 
actions first and replacing it 
with some new basis for pre- 
dicting post-ERM price move- 
ments. 

In the privatisation of water 
last year and the electricity 
distribution companies this 
year the government is guaran- 
teeing shareholders' returns 
with a price formula based on 
RPI plus 1 per cent or 2 per 
cent. 

How does it expect to per- 
suade Ford or Jaguar wage 
nMmrintnni that increases of 


road to ruin when it is still 
relying on precisely this for- 
mula in privatising our major 
public utilities? 

Any dose of new realism 


which the government hopes 
to see, as the UK economy 
adjusts to life inside the ERM, 
will be very much diluted if 
the government persists in 
exempting privatisation stocks 
from it 

Electricity and water work- 
ers cannot surely be expected 
to detach themselves from the 
RPI while their shareholder 
owners are still attached. 

Other groups of workers will 
read across from the settle- 
ments in the public utilities. 

What the government ought 
to do is to call in the four utili- 
ties - water, electricity, gas, 
and telecommunications - and 
tell the chairmen that the RPI 
dement in their annual price 
increase formula is to be 
replaced henceforth by a com- 
posite RPI for all 10 countries 
within tbe European Monetary 
System. 

Government leadership 
based on this step would surely 
carry infinitely more weight 




on the “Do as I say, don't do as 
I do" principle. 

Rhodri Morgan, 

House of Commons, 
Westminster, SWl 


From Mr R.C. Whelan. 

Sir, The policies of the Euro- 
pean Community in supporting 
high-technology industries 
(“Power failure in high-tech,” 
October 25) tend to encourage 
collaboration between natural 
competitors. Such forms of col- 
laboration lead to a levelling 
down of the technology base erf 
competition. The EC should be 
encouraging collaboration 
based on the customer-supplier 
linkages between companies, 
the so-called “vertical link- 
ages” through which much 
technology becomes exploited 
in products and processes. 
Such links would enhance 
technology-based competition 
since they emphasise market 
orientation to research and 
development 

Many of the new issues fac- 
ing European Industry, such as 
environmental concerns, 


require quite new relationships 
to be established not only 
between companies, their sup- 
pliers and customers, but also 
between scientists and engi- 
neers if these concerns are to 
be turned into opportunities. 

Your editorial concludes 
with the suggestion that the 
EC should perform an audit of 
its achievements in this area. 
It might also usefully consider 
whether high-tech industries 
are the most valuable ones to 
support. Some so-called con- 
ventional industries are more 
high-tech than you think and 
have the potential through sci- 
ence and technology to add 
more value to the Community. 
R.C. Whelan, 
chief executive. 

Centre for Exploitation of 
Science and Technology, 

S Aztec Row, 

Berners Road, N1 


Trade union in pay talks 


Objections to the duty free shop 


From Mr Paul Ryan. 

Sir, Stan Maiden writes from 
BAA (Letters, October 22) to 
claim that people shop duty 
free because It is cheaper than 
ordinary shopping, rather than 
because they are bored. 

Perhaps, knit so what? The 
role of lower prices is hardly 
controversial The absence of 
duty means it is easy for BAA 
and its franchisees to offer 
moderate discounts on other- 
wise highly taxed items, nota- 
bly alcohol and tobacco, and 
g rin a handsome profit 

from the fiscal concession. 

In any case, duty free shop- 
ping. as conducted at present, 
is open to two serious enti- 
dsms. , _ t 

The first is that, given that 
duty free purchases are sold at 
the airport of departure or on 
the aircraft, much aviation fuel 
is wasted and more pollution is 
created by flying duty free pur- 
chases around the glow, it 
duty free sales arc to continue, 
offering them after arrival 
rather than earlier would enm- 
inate the extra fuel an d pollu- 
tion costs. . . 

Such a change would inci- 


dentally reveal the role of bore- 
dom at present. Would travel- 
lers find it worthwhile to spend 
titnp shopping duty free when 
free to leave the airport and 
get on with their lives? I sus- 
pect that most would speed 
past the duty free shop and 
that BAA supports present 
practices because, without a 
partly captive and bored clien- 
tele. large sales at current 
mark-ups could no longer be 
expected. , . , 

But why continue duty free 
status anyway? The second 
objection to it involves fiscal 
fairness, where its cl a i m s are 
on a par with those of the poll 
tax. 

Foreign travel may be less 
41itist than in the past, but the 
benefits of any increase in 
such a tax concession are stall 
slanted heavily towards upper 
income groups - both as own- 
ers of BAA stock and as more 
frequent international travel- 
lers* 

“One person’s tax dodge is 
another’s tax burden* here too. 
Paul Ryan. 

King's College. 

Cambridge 


From Mr Jeremy WindusL 
Sir, John Gapper’s article 
H Smith retail staff receive 


m 


welcome attention to the low 
pay Levels in this sector. But I 
must make two points. 

The Retail Book Association 
is referred to as the company’s 
"staff association”. The RBA 
has been in existence for over 
70 years and is certified as an 
independent trade union. The 
term “staff association” 
implies that membership is 
restricted to one employer. No 
such rest r i ct i on applies to the 
RBA which has members not 
just within W H Smith but also 
in rival bookselling organisa- 
tions. 

Second, the 4 per cent was 
reported as having been 
decided by the company with- 


out consulting the RBA. The 
reverse is true. 

Pay negotiations took place 


this year, with the RBA con- 
ducting two ballots of its staff 
members in WH Smith before 
a settlement was reached. This 
settlement hinged around an 
agreement in principle to raise 
retail staff levels of pay in real 
terms over a period of time by 
interim increases, the first of 
which would be effective from 
September L while the main 
annual review date would con- 
tinue to be February L 
Jeremy Wmdust. 
general secretary. 

The Retail Book. Stationery, 
and Allied Trades Employees' 
Association, 

819 Co mm e r cial Road, 

Swindon, Wiltshire 


RR’s pay reform programme 


From Mr Trevor Toolan. 

Sir, The article (“Not quite 
full steam ahead towards 
reform.” October 19) might 
have given tbe Impression that 
the British Rail programme of 
pay reform now bang under- 
taken is a recent innovation. 
As those familiar with changes 
of thin nature will know, a long 
period of planning and joint 
discussion with the trade 
unions necessarily precedes 
final implementation. 

Early in 1988 I received the 
approval of the BR board for a 
radical restructuring of the 
personnel function which 
involved decentralising most of 


my staff. The new personnel 
teams had responsibility for 
working with line managers to 
develop and negotiate the pay 
and productivity reforms 
referred to in your article. 

Following tbe 1989 dispute, 
tbe trade unions became 
involved in detailed negotia- 
tions for each of tbe main rail- 
way groupings and many of 
these negotiations are now 
reaching completion. 

Trevor Toolan. 
managing director. 

personnel. 

British Railways Board. 

Euston House, 

24 Eversholt Street. NW1 
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Baker visit to bolster coalition against Iraq 


By Famis Andoni in Baghdad and Peter Riddell in Washington 

MB JAMES Baker, the US 
g“«tfy of State. will visit 
Saadi Arabia later this week as 
US attempt 
- oolster the coalition against 


Wli . — — ition of Mr Baker’s 
uip follows concern within the 
oash administration about 
signs of drift in the diplomatic 
anve against Baghdad and 
uncertainty produced by the 
shuttle diplomacy of Mr Yev- 
geny Primakov, the Soviet spe- 
cial envoy. 

Uncertainty over the Soviet 
envoy's mission grew yester- 
day, when Mr Primakov unex- 


pectedly added a second meet- 
ing In Baghdad late last night 
with Mr Saddam Hussein, the 
Iraqi president, following an 
hour of talks earlier in the day. 

The announcement of the 
envoy's unscheduled meeting 
came after Mr Eduard Shevard- 
nadze, the Soviet foreign minis- 
ter. said in Moscow that there 
remained hope of a peaceful 
settlement to the Gulf crisis, 
but only if Iraq withdrew its 
forces from Kuwait. 

"Primakov's mission is not 
the last hope." Mr Shevard- 
nadze added, though he added 
It was hard to see bow the cri- 


sis would be resolved 
Diplomats in Baghdad, 
meanwhile said, Mr Primakov, 
who was due to fly today to 
Saudi Arabia, may extend his 
stay in Baghdad pending the 
conclusion of talks today 
between Mr Francois Mitter- 
and, the French president, and 
Mr Mikhail Gorbachev, his 
Soviet counterpart, who 
arrived in Paris last night 
Mr Gorbachev is due to sign 
a Franco-Soviet co-operation 
agreement with Mr Mitterand 
today, but Is also expected to 
address the Gulf crisis in talks 
during his 24-hour stay. 


In Baghdad, Iraqi officials 
said they were encouraged by 
what they viewed as a serious 
Soviet initiative to avert mili- 
tary confrontation in the Gulf, 
but refused to comment on 
details of Mr Saddam’s meeting 
with the Soviet envoy. 

Some Arab diplomats, how- 
ever, suggested Mr Prikmakov 
was touting a plan which 
might entail a partial Iraqi 
withdrawal from Kuwait, 
adding that Iraq was hoping 
that the Franco-Soviet talks 
would assert a linkage between 
the Kuwait crisis and other 
Middle Eastern problems, nota- 


bly the Arab-Israeli conflict. 

On senior Arab diplomat 
said that the Iraqis had 
stressed In their talks with Mr 
Primakov that negotiations 
should proceed any withdrawal 
from Kuwait and that there 
should be direct talks between 
Iraq and the US, Britain and 
Saudi Arabia. 

Western leaders have repeat- 
edly ruled oat a partial Iraqi 
withdrawal as unacceptable, 
and have admitted the possibil- 
ity of talks either over Kuwait 
or broader Middle Eastern 
problems only after a full, 
unconditional Iraqi pull-out. 


Bush asks Fed to cut interest rates . 

„ threatens to 

By Peter Riddell, US Editor in Washington 


PRESIDENT George Bush, 
announcing he would “reluc- 
tantly” sign a $492bn five-year 
deficit redaction package 
approved by Congress over the 
weekend, appealed for the Fed- 
eral Reserve to respond by tow- 
ering US interest rates. 

The much-debated budget 
was at last passed by the Sen- 
ate, 54 votes to 45, late on Sat- 
urday after the House of Repre- 
sentatives approved it at dawn 
by 228 votes to 200. In both 
houses a majority of Mr Bash’s 
fellow Republicans voted 
against it 

Congress has now adjourned 
and both parties are manoeu- 
vring to maximise political 
advantage before mid-term 
elections on November 6. Mr 
Bush has been damaged by the 
crisis, with his approval rating 
down to 48 per cent, according 
to a new Newsweek polL This 
is the lowest level of his presi- 
dency and compares with more 
than 75 per cent in mid-August 
after the Gulf crisis began. 


The final budget package dif- 
fers in composition (higher 
taxes on the wealthy, a smaller 
increase in petrol tax and more 
limited savings on health pro- 
vision) from the original bipar- 
tisan summit agreement 
rejected by the House, but it la 
similar in its overall forecast 
impact on the deficit. 

This should be cut by 
$4L4bn in the 1991 fiscal year, 
which started nearly a month 
ago, and by $492bn over five 
years. 

Mr Bush said the budget 
would be good medicine for the 
economy if interest rates came 
down and economic growth 
was stimulated. 

Mr Alan Greenspan, the Fed 
chairman, greeted the original 
package as ‘'credible” and 
suggested that the US central 
bank would respond to any 
favourable market reaction by 
catting short-term rates. 

Any reduction, however, is 
likely to be modest, possibly 
only a quarter or half a per- 


centage point, because of the 
concern of many Fed policy 
makers about rising US Infla- 
tion. 

Mr Bush yesterday sought to 
distance himself from the bud- 
get package which raises taxes 
by a net $137bn over five years. 
He said that accepting tax 
increases was "a one-time com- 
promise” and the price of 
divided government (with 
Democrats controlling Con- 
gress). He and other senior offi- 
cials yesterday attacked Demo- 
crats for wanting to raise 
taxes. 

Mi- John Sununu, the White 
House chief of staff, admitted 
however that Republicans 
might lose “a handful or two 
handftds” of seats in the House 
and be “plus or minus” two 
seats in the Senate. 

Congress adjourned having 
also completed work on the 
most far-reaching clean air leg- 
islation since the late 1970s, a 
radical overhaul of US immi- 
gration laws and new child 


care assistance for poor work- 
ing families. 

The rescue of the savings 
and loan industry, however, is 
threatened because of a failure 
to approve legislation needed 
to grant it needed new funds. 
The pace of the rescue may 
slow almost to a halt until 
Congress returns early in the 
new year despite warnings that 
this may add billions of dollars 
to the eventual cost 

The long-debated clean air 
legislation will toughen pollu- 
tion controls on car emissions, 
on power utilities burning high 
sulphur coal which produces 
acid rain, and on airborne tox- 
ins. It will require big changes 
in the motor, steel, chemical 
and coal industries. 

The new Immigration law 
will increase the number of 
immigrations into the US by 
nearly 40 per cent and will 
more than double the number 
allowed entry because of job 
skills. 

US economy. Page 38 


abandon 
production 
in Britain 

By Michael Skapinker 


Lack of funds may halt S & L rescues 


By Peter Riddell, US Editor, in Washington 


THE US Government’s rescue of the 
savings and loan industry may come to a 
bait within the next few weeks because 
Congress adjourned yesterday without 
approving needed funds. 

This is certain to increase the cost of the 
rescue, the largest ever in the US, by bil- 
lions of dollars as the Resolution Trust 
Corporation (ETC), which handles the 
operation, is forced to delay taking over 
loss-making savings and loans or thrifts. 
Consequently, their losses will rise until 
action can be taken, probably early in the 
new year afar Congress reconvenes. 

The Bush administration had sought up 
to *57bn for the 1991 fiscal year to cover 
both core losses on the closure or disposal 
of failed thrifts and to finance working 
capital needs between the acquisition of 


assets and their disposal. The funds 
approved by Congress last year have virtu- 
ally run out. 

A more limited compromise proposal to 
provide $10bn to tide the RTC over until 
February when further money could be 
approved was passed by the Senate early 
yesterday bnt was blocked on procedural 
grounds in the House of Representatives 
just before Congress adjourned for the 
year. 

The savings and loan rescue is highly 
unpopular with voters and, following all 
the criticism over the budget crisis, many 
Congressmen (fid not want to be saddled 
with farther blame for approving money 
for the bailout 

The lack of action, however, by Con- 
gress merely defers and adds to the cost of 


the problem the government has an 
open-ended obligation in the rescue 
because it guarantees savings and loan 
deposits up to 8100,000. 

Arguing for even the $I0bn package, 
Senator Donald Riegle, Democratic chair- 
man of the Senate Banking Committee, 
said the money would have kept RTC 
operations on a “leash" until February 
when Congress could have acted again. 

Similarly, Senator Jake Garn, the senior 
Republican on the committee, warned: 
“We cannot afford to end the session with- 
out providing the RTC with sufficient 
money to cany on the closure of the trou- 
bled institutions. If we do not, they stay 
open and we could increase the cost of the 
bailout by billions of dollars.” 

Antipathy in Kentucky, Page 2 


Hungarians retreat 
on fuel price clash 

By Nicholas Denton in Budapest 


THE HUNGARIAN govern- 
ment and the country's taxi 
and truck drivers yesterday 
drew back from a clash which 
had paralysed the nation since 
Thursday night and threatened 
its stability. 

Early yesterday the drivers 
opened barricades of vehicles 
that had choked crucial inter- 
sections and bridges and sealed 
Hungary's borders. They acted 
after the government indicated 
willingness to compromise on 
the average 65 per cent 
increase in retail fuel prices. 

Mr Peter Bod, industry min- 
ister, later offered a retreat on 
the price rise, bolding out the 
chance of a temporary 45 per 
cent increase instead. He said 
that the eventual aim was the 
liberalisation of energy prices 
and! that parliament should 
soon decide on petrol taxation 
levels comparable with west- 
ern Europe. 

It was still doubtful last 
night whether the protesters 
would be satisfied with that 
retreat. Drivers remained 
poised to reimpose the block- 
ade if their demands were not 
satisfied. 

Last week’s move to increase 
prices to west European levels 
came after a 30 per cent cut- 
back in oil suppfies from the 
Soviet Union. That reduction 

forced the government to turn 
to world markets at a time 
when the price of oil is nearly 
double its pre-Gulf crisis level. 

The increase is also meant to 
cushion the Wow of the frill 
change-over to world market 
prices in trade with Moscow 
from the new year- 
Although the two sides have 
drawn closer, the outcome Is 
grill uncertain. Drivers may 


again reject a solution agreed 
by their representatives. More- 
over, the final resolution may 
simply be postponed until pet- 
rol taxation is discussed by 
parliament. 

But the more time pass 
the more the government’s 
position strengthens. Its calm 
is returning as public Irritation 
with the strike's disruption 
hardens and offers to help with 
energy supplies pour in from 
the west. 

“There was no possibility of 
avoiding such a crisis,” said Mr 
Is tv an Forrai. head of the 
prime minister's secretariat. 
“It is something the country 
has to go through.” 

He said that it was crucial 
for the new democracy that the 
drivers’ action be rejected by 
the population, rather than 
ended by the police. 

As bread and milk have ran 
short, reports of anarchy and 
violence have proliferated and 
embarrassment at the image of 
Hungary presented to the 
world has grown, the public 
mood has turned against the 
strikers. 

An angry pro-government 
crowd of several thousand 
demonstrated yesterday out- 
side the building where minis- 
ters and workers' representa- 
tives were negotiating. 

The protests, however, and 
the government’s reaction 
have exposed the relative fra- 
gility of the new democracy. 

The episode has shown pub- 
lic hysteria to be close to the 
surface. People formed long 
queues outside foodshops as 
soon as the blockade began to 
tighten and some shopkeepers 
in Budapest began carrying 
guns. 


NZ National party 
sweeps to victory 


By Kevin Brown in Wellington 


MR. JIM BOLGER, New 
Zealand’s Conservative prime 
ministerelect, yesterday prom- 
ised a return to “common 
sense policies” after a sweep- 
ing general election victory 
ended six years of economic 
and social reform by the outgo- 
ing Labour Party. 

Preliminary results gave Mr 
Bolger’s National Party 68 
seats in New Zealand’s 97 
member Parliament, a majority 
of 39. Labour won 28 seats, and 
the left-wing NewLabour Party 
retained its single seat 
An average swing of just 
under 10 per cent gave the 
National party the biggest vic- 
tory in New Zealand’s history, 
eclipsing even the election of 
the country’s first Labour Gov- 
ernment, which swept to power 
with a majority of 30 in 1935. 

Labour could lose further 
seats in Auckland, Wellington 
and Christchurch, when postal 
and special votes are counted 
next week. 

Mr Mike Moore, the outgoing 
prime minister who took over 
the Labour leadership after a 
cabinet coup two months ago, 
retained his Christchurch seat. 
However, seven of his 17 cabi- 
net colleagues ware defeated. 

The National victory closes a 
tumultuous chapter in New 
Zealand’s history - in which 
Labour floated the currency, 
slashed protective tariffs, dere- 
gulated the financial system 
and privatised government- 
owned industries, including 
the national airline and tele- 
communications carrier. 

Labour also pioneered equal 
pay and environmental legisla- 
tion, and effectively withdrew 
from the Anzus defence treaty 
with the US by banning visits 


by nuclear aimed or powered 
warships. 

Mr BoJger sold the National 
party would generate a new 
consensus. The party Is com- 
mitted to retaining Labour’s 
economic reforms, but faces 
opposition to its plans to 
extend deregulation into the 
labour market by abolishing 
New Zealand's system of com- 
pulsory trade union member- 


National party is also 
likely to soften Labour’s plans 
to cut inflation from around 5 
per cent to between 0 and 2 per 
cent by 19S2. Mr Bolger has 
attacked the outgoing govern- 
ment for keeping interest rates 
high, and has spoken of an 
inflation target of around 2 per 
cent by 1993. 

The new government will 
move quickly to repair rela- 
tions with the DS, although the 
National Party has promised 
not to drop Labour’s anti-nu- 
clear legislation. 

Mr Bolger said Labour had 
been thrown out of office for 
breaking promises not to pri- 
vatise state assets and telling 
to achieve economic growth. 
The economy recorded aero 
growth last year, and Gross 
Domestic Product Is forecast to 
rise by 0.4 per cent this year. 

Mr Bolger declined to say 
how he would handle a dispute 
betwen right-wing National 
MPs, who want to extend 
Labour's free-maxket reforms, 
and left-wingers malting for a 
looser monetary policy and 
reduced unemployment. 

Mrs Ruth Richardson, the 
Party’s right-wing finance spo- 
kesperson, is expected to be 
appointed to the key portfolio 
of Finance Minister. 


MR ALAN Sugar, Chairman of 
Amstrad, has threatened to 
abandon the UK electronics 
group’s recent policy of mann- 
factoring in Britain if the 
European Community t 
ahead with moves to stop soft- 
ware piracy. 

He warned that UK com- 
puter manufacturing and 
design jobs could be tost to the 
Far East. 

In a letter sent last week to 
Mr Peter lifley, the trade and 
industry secretory, Mr Sugar 
said a UK amendment to a pro- 
posed directive would prevent 
the legitimate analysis of soft- 
ware design. 

Under the UK government’s 
new amendment, “reverse 
engineering” would be permit- 
ted for the creation of software 
programes and peripheral 
products which are attached to 
com pu t er s. However, it would 
not be permitted to create 
products which compete 
directly with those being 

wamhiri. 

Such analysis was essential 
if companies such as his own 
were to produce equipment 
compatible with that of large 
manufacturers such as IBM of 
the US, Mr Sugar said. 

He accused the British gov- 
ernment of being the prime 
mover behind the software 
move. He asked the DTI to 
ensure that the UK representa- 
tive at Wednesday’s Council of 
Ministers meeting in Brussels 
withdraws the pzoposaL 
Mr Sugar said computer and 
software engineers had always 
used reverse engineering to 
establish how the products of 
the large manufacturers work. 
“No one has ever stopped them 
so long as the end result of 
what they produced was not in 
breach of copyright or patent." 
Software piracy could be dealt 
with adequately under exist- 
ing law, he said. 

Although Mr Sugar built up 
his group by making products 
cheaply in the Far East, much 
of Amstrad’s manufacturing is 
now done in Britain by other 
UK groups. Amstrad’s per- 
il computers, for instance, 
are made In Scotland by GPT, 
the telecommunications com- 
pany. 

If the proposed directive is 
accepted, “the jobs in Scotland 
that we have created will go 
and we'll have to resort to 
manufacturing in the Far 
East,” Mr Sugar said. “Hardly 
a situation 1 would expect the 
British government to spon- 
sor." 

The DTI yesterday refused 
to comment specifically on Mr 
Sugar’s letter. A spokeswoman 
said, however, that companies 
which are carrying out legiti- 
mate examination of software 
would be able to continue to 
do so. “We agree with the EC 
that copyright protection 
needs to be strengthened, but 
w i tho u t trying to affect com- 
panies that legitimately do 
reverse engineering,' she said. 

Mr Mark Deering, spokes- 
man for an International 
group of computer manufac- 
turers monitoring the propos- 
als, said yesterday that the 
European Commission had 
earlier amended the proposed 
directive in ways which made 
it “broadly acceptable”. The 
group, the European Commit- 
tee for Interoperable Systems, 
represents such manufacturers 
as Amstrad, Groupe Bull of 
France, Olivetti of Italy, 
Fujitsu of Japan and NCR and 
Unisys of the US. 

The UK government’s new 
amendment, however, threat- 
ened to undo this work. “The 
IBM-compatible PC Industry 
would be outlawed at the 
stroke of a pen.” he said. 


TH t i.r.X C OLUMN 


US banking in 
the balance 


Citicorp's staff and 
shareholders are right to worry 
about the foci that the shares 
of the biggest bank In America 
are yielding close to 16 per 
cunt Perhaps the rest of the 
world should worry as welL A 
couple of Citicorp's smaller 
New York rivals, Chase Man- 
hattan and Chemical, have 
already cat their dividends. 
Manufacturers Hanover has 
hinted that it might do the 
same. Hie one fifth drop in the 
Citicorp share price over the 
last fortnight suggests it may 
not be far behind. 

Given the talent of US banks 
for repeated mistakes on a 
grand scale, this bloodletting Is 
no surprise. The worry is the 
systemic risks it could pose. In 
balance sheet terms, Citicorp is 
on a par with Deutsche Bask 
or Barclays; It is also a domi- 
nant player In the world’s for- 
eign exchange markets and 
payments systems. Well over 
half its 9147bn deposits come 
from overseas and do not have 
the automatic protection of 
Federal deposit insurance. 
While its powerful consumer 
banking business earns over 
Slbn a year, the sharp rise In 
the cost of its auction rate pre- 
ferred stock over the past week 
has shown the fragility of 
Investor confidence. 

If a bank has to pay its 
depositors more than it 
charges its lenders for very 
long, it has no future. Citi- 
corp's problems in the pre- 
ferred share market, which 
only supplies a very small part 
of its funding, are almost cer- 
tainly a temporary aberration. 
But Citicorp’s capital ratios are 
weaker than most; and 
although the $20bn of provi- 
sions made over the last four 
years Is bigger than the car- 
rent $9bn common equity base, 
it is still under-reserved by 
European standards. 

With a stock market capital- 
isation of Just S3-6bn, its ability 
to raise an extra 9L5bn to $2bn 
of new capital Is limited. Hence 
the concern about the SGOOm 
per annum common stock divi- 
dend. One possible solution 
would be a merger with a 
neighbouring New York bank, 
ff $lbn a year of costs coaid be 
knocked out of the combined 
group, for instance, it would 
not take long to rebuild the 
capital ratios. 

That aside, the easiest way 
for Citicorp to repair its capital 
ratios is to shed assets. This is 
where its problems, and those 
of other big US banks, begin to 
flow over Into the rest of the 
financial markets. The US 
savings and loan industry has 
already shown what happens 
when financial institutions are 
forced to dump over-priced real 
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estate. The resulting reduction 
in the value of other real estate 
to turn precipitates the need 
for more loan loss provisions 
and more asset sales. 

The great worry for the 
ffwanriai markets, and the cen- 
tral banks, is that the problems 
of the hank* will cause a sud- 
den and unpredictable contrac- 
tion of credit. There are 
already signs that liquidity Is 
drying up in certain markets. 
Landing mar gins may be on 
tiie mend; but even the best 
capitalised banks are reluctant 
to lend more if they cannot 
told other hanks to syndicate 
the risk. IUs is the mecha- 
nism by which the problems of 
the banking community are 
transmitted to the economy at 
large. 

The commercial bankers do 
not deserve all the blame. The 
record of the bank regulators 
has been for from impressive. 
In the US. they went to any 
lengths to help their flock cope 
with tougher international cap- 
ital ratios. Similarly, the Bank 
of England has not had much 
success fn curbing the 
lending which helped 
the recent UK property 
upsurge. The great worry for 
the financial markets now is 
that the central banks will 
either do too little, or too 
much. The weaknesses of the 
banking system, dramatised by 
Citicorp’s problems, indicate 
that the risks of a severe reces- 
sion are just as serious as a 
resurgence in Inflation. 

Publishing assets 

If recent talk of the tribula- 
tions of media owners has done 
nothing else, it has served as a 
reminder of the elusive nature 
of publishing assets. News Cor- 
poration has a stated net asset 
value of ASll.Sbn, of which 
Agia&m consists of intangible 
assets such as publishing 
rights and titles. Maxwell Com- 
munication’s net asset value is 


£l.3bn. of which totangtotes 
account for some £2.5ou. 
International's net asset value 
Is £1.4bn. of which intangibles 
are £L5bn; and so on. 

It is self-evident that newspa- 
per and hook titles have a com- 
mercial value. The snag lies in 
establishing roughly what that 
value is. The sophisticated 
approach is to decide subjec- 
tively bo w much of the earn- 
ings from a publi shin g asset 
belong to its intangible aspects 
and then to apply a yet oon 
subjective earnings multiple. 
The simpler method consists of 
stating that the fair value of 
the asset is whatever it Cost- 
Given the scramble for publish- 
ing assets in the 1980s. that 
may be a sanguine assumption. 

It might be argued that tan- 
gible asset values are not terri- 
bly useful either. But the val- 
ues of plant and machinery at 
least have the conservative 
merit of being depreciated each 
year. None of the above-men- 
tioned media companies depre- 
dates its titles at all. More 
important, manufacturing 
assets are generally inter- 
changeable while publishing 
titles are unique. The price of a 
machine tool is governed by 
that of others like it The value 
of Hetoemann or The Sun is 
vastly more dependent on mar- 
ket conditions at the time. 

In a sense, the argument is 
only part of the wider issue of 
brand valuation. What News 
Corp does for its titles, Cad- 
bury does for its chocolate bars 
and GrandMet for its drinks. 
Bnt those industries do not 
have quite the same recent his- 
tory of bidding up assets. Nor 
are food and drink companies 
typically groaning under a 
weight of debt 

The effect of using intangi- 
bles to increase asset values is 
of course to reduce the stated 
level of gearing. The market 
evidently prefers to look to the 
level of Inte rest cover. News 
Corp had interest cover last 
year of 1.5 times; its present 
market capitalisation is one 
eighth of claimed asset value. 
Maxwell had Interest cover of 
2.4 times; its market capitalisa- 
tion is three quarters of asset 
value. Reed last year had virtu- 
ally no Interest payable at all; 
its premium to asset value is 
nearly 50 per cent 

The question of whether 
publishing assets are worth 
what balance sheets say they 
are is difficult to settle, since 
few media assets have come on 
to the market lately. This may 
be because of a gap between 
the expectations of buyers and 
sellers. But if companies are 
driven to sell by their bankers, 
the principle of intangible val- 
uation could be put to the test. 
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Ontario clears way 
for British Gas bid 

British Gas’ proposed C$i.ibn takeover of 
Consumers Gas of Toronto has been cleared 
by an Ontario-regulatory agency, subject to 
numerous conditions including a commitment 
to maintain partial public ownership of the 
Canadian utility. Page 24 ■ 


Swedish bonds in turmoil 

The Swedish bond mar- 
ket was ready for 
upheaval as it waited for 
the Social Democratic 
government of Mr Ingvar 
Carfsson ((eft) to 
announce Its economic 
austerity package last 
Friday, it has already 
been a turbulent month 
with rumours of a krona 
devaluation and two 

sharp Interest rises. And 

when the measures were announced In the 
late afternoon after trading closed, the reaction 
was generally negative with widespread pre- 
dictions that market Interest rates are likely to 
rise, writes John Burton. Page 26 


French immigration curbs 

French politicians have been loath to suggest 
that the country needs to change Its Immigra- 
tion policy. But there are a number of factors 
which may force the idea on to the national 
agenda. Page 36. 


Numbers run against Chevron 

Market arithmetic has 
moved against Chev- 
ron, the fourth biggest 
US oil company. Its 
third-quarter net 
income declined by 3 
per cent to $403m, 
i while operational 
results were 21 per 
cent lower because the 
cost of buying crude oil 
rose more than the average Increase In refined 
product prices. Pege 25. 


Bond port In Gulf storm 

Switzerland has always been something of a 
safe haven in times of turmoil. In the shadow 
of the Gulf crisis tlie dictum appears to how 
true, writes Simon LondonJPage 27 
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Pan Am 
rejects 
American 
Airlines’ 
counter offer 

By Paul Abrahams in London 
and Nikkf Taft in New York 

UR TOM Plaskett, chairman erf 
Pan Am, last night rejected an 
American Airlines offer to pur- 
chase its US-London routes for 
3500m. The figure Is 3100m more 
than that offered by United Air- 
Hues. 

Mr Plaskett said he intended 
to abide by the agreement with 
United which he believed was 
fair to both parties. He added 
that the transaction with United 
was legally enforceable. 

He ewnflrwieH that Pan Am Tmd 

asked its creditors, including 
Airbus Industrie, United Tech- 
nologies and the US Internal 
Revenue Service, to put back 
payment of same of its debts so 
the airline could maximise its 
flexibility during the winter. 
During this period. Pan Am was 
due to pay Airbus and United 
about |32m »wi the Pension Ben- 
efit Guaranty Corporation 353m. 

Mr Plaskett, returning last 
night to the US from Berlin with 
a 9180m cheque from Lufthansa 
for Pan Ain’s internal Ger man 
services, said both Mr Crandall, 
chairman of American Air- 
lines, and the madia had misun- 
derstood the im por tan ce of the 
marketing aspects of the agree- 
ment with United. 

“American's 3500m offer, 
which would represent an asset 
sale to fund operations, contains 
no strategic value,” explained Mr 
Plaskett He said the United alli- 
ance, which will involve sched- 
ule co-ordination, facilities shar- 
ing, cost economies and the 
integration of the two airline's 
frequent filer programmes, 
forms an essential part of Pan 
Am's strategy. 

The rest of Pan Am's strategy, 
explained Mr Plaskett, involved 
refocusing European operations 
in F rankfo rt and exploiting cen- 
tral and eastern Europe; develop- 
ing non-stop routes from New 
York J.F. Kennedy airport to 
European continental capitals 
with smaller aircraft; and rein- 
forcing the airline’s hi g hl y prof- 
itable centre ! and south Ameri- 
can operations at Miami. 

Mr Plaskett said there would 
he no more asset sales after the 
disposal of the Pan Am shuttle 
between New York, Boston and 
Washington. He added that he 
would not contemplate selling 
assets to fund operating losses. 

However, in spite of Mr Has- 
kett’s public bravado, there is 
widespread scepticism among US 
analysts over whether a viable, if 
substantially smaller, airline 
emerges from the United deaL 
“The prospects for recovery are 
not very good,” said Mr Paul 
Turk at Avmark, a leading con- 
sultancy group. 


Flying high 
over the debt 
mountains 

Maggie Urry looks at 
Brent Walker’s asset backing 


W hen Mr George Walker 
wanted to reassure his 
bankers earlier this 
month about the quality of his 
UK company’s assets he hit on a 
simple solution. He put them on 
a plane and flew them around the 
Brent Walker empire of hotels, 
marinas and leisure spots across 
the UK and Europe. 

The bankers had cause to be 
interested. They have all contrib- 
uted to the group's net borrow- 
ings of £2.l5bn (&25bn). But the 
recent slide in Brent Walker’s 
share price, which by Friday's 
close of 45p valued the group at 
only £22.6m. suggests the stock 
market is less than confident that 
the money has been well spent 
The financial position should 
become a good deal clearer today 
when a 120-page document is 
published concerning a £103 Jm 
convertible . bond issue 
announced last month. This doc- 
ument, the particulars required 
for a stock exchange listing of 
the bonds, will give details of 
rearrangements of the group's 
short-term debt 
As well as locking in £240m of 
short-term credit for a year, 
banks have agreed to lend 
another £40m. 

The bankers’ two-day tour took 
in exotic locations such as Puerto 
Sherry, the hotel, residential and 
marina development in southern 


Spain: the golf and casino leisure 
complex at Le Touquet in north- 
ern France: the Brighton marina 
and the Trocadero, the shopping 
and entertainment centre in Lon- 
don’s Piccadilly Circus, in which 
Brent Walker has a half share. 

Apparently bankers were 
impressed by what they saw. And 
it is this solidity in the group's 


trading operations which sets 
Brent Walker apart from Polly 
Peck International, the fruit, elec- 
tronics and leisure group, which 
crashed spectacularly last week. 

As well as the headline-catch- 
ing developments, other assets 
include a brewery and a chain of 
pubs, the Elstree film studios and 
a 1,700-strong chain of betting 
shops. The latter was largely 
built from last December’s £685m 
acquisition of the William Hill 
and Mecca bookmaking busi- 
nesses from Grand Metropolitan, 
the drinks, food, pubs and restau- 
rants group. That purchase is 
now the subject of a £160m dis- 
pute between Brent Walker and 
GrandMet 

Mr Walker has always believed 
that his leisure operations should 
be firmly founded on property 
assets. Analysts believe that the 
group’s assets are worth more 
than £10 a share. But when it 
comes to the crunch, assets are 
worth what someone else is pre- 
pared to pay for them. 



George Walken out to sell peripheral businesses and cut debt 


Earlier this year Mr Walker 
made it clear that the group 
needed to sell peripheral busi- 
nesses in order to bring down its 
debt burden. But Mr Walker's 
legendary abilities as a deal- 
maker can do little in the prop- 
erty market's current state. 

More than a year ago. Brent 
Walker said that a £90m manage- 
ment buy-out of Goldcrest, its 
film subsidiary, would be 
announced ‘‘shortly". It has 
taken until now to finalise the 
sale but cash proceeds are likely 
to be £25m. 

In August Mr Walker wanted 
to sell the Trocadero. But Brent 
Walker’s partner, Power Corpora- 
tion, an Irish development group. 


vetoed the sale because business 
would be worth far more when 
completed next year. 

It was difficulties like these in 
selling assets at what Mr Walker 
considered a fair value that led to 
the bond issue as an alternative 
way of raising cash. And it was a 
mark of the group's urgent need 
for firnds that the £103-3m bond 
issue will be convertible into 
73.8m shares, which would 
increase the group’s share capital 
by nearly 150 per cent. 

The bond issue and debt rear- 
rangement will give Brent 
Walker a breathing space. A 
recovery in the property market 
is needed to achieve a more last- 
ing solution of its debt problems. 


The opulence that borrowings can buy 


By Peter Brace in Jerez de la Front© ra 


UNTIL very recently, the most 
Spaniards knew or cared about 
Brent Walker was that it owned 
the glittering Puerto Sherry 
marina development just 20kms 
south of the world’s sherry capi- 
tal, was thinking of floating its 
Spanish operation on the stock 
market and was about to build a 
new marina in Menorca. News 
that Mr George Walker may be 
facing problems has had a mixed 
reception. 

“Oh good heavens," exclaimed 
a well known Madrid financier 
who has just bought a dwelling 
in the newly completed first 
phase at Puerto Sherry. “This is 
my money we’re talking about 
here." An employee at the devel- 
opment merely shrugged. “If 
Brent Walker goes, somebody 
else will buy it," he insisted. 

If the marina, hotels and 


homes at Puerto Sherry are any 
guide to Mr Walker's enthusiasm 
for spending the money he bor- 
rows then he cannot be faulted 
for opulence or ambition. “The 
place is a monstrosity," rages a 
shopkeeper in the nearby town of 
Puerto Santa Maria. In fact, it is 
just incredibly well, if not a little 
garishly, appointed - from an 
intimate theatre to a three foot- 
ball field size dry storage area for 
yachts. 

Puerto Sherry, quite empty and 
still this weekend, was taken 
over in 1S83, with work on the 
800-berth marina just beginning. 
The buyer was Aresbank, in 
which the Libyan and Kuwaiti 
government each have 30 per 
cent. Aresbank struggled with 
managing the project and by 1987 
had had enough. It asked the 
Arab Banking Corporation, one 


of Brent Walker's main creditors, 
to help find a buyer and the rest 
is history, including the garish 
Aquasherry water theme park 
just up the road which was 
thrown into the deal for good 
measure. 

Brent Walker personnel will 
not say how much the company 
paid for the project, which was 
still in its early stages by 1988 
when taken over. Some Ptal_6bn 
(9l6.8m) In new capital was 
raised by the company then and 
it has since spent PtalObn and 
plans to invest a further Pta5bn. 

The project still has a long way 
to go. The marina is complete 
and one of the two hotels was 
hurriedly opened in August in 
time for the arrival of the Brent 
Walker Cup winners racing in 
from the Brighton Marina. Off to 
the right are rising some 440 


homes and shops - probably the 
only ones in Andalucia not 
painted white. Still, most of the 
buyers in phase one have been 
Spanish and phase two is 30 per 
cent sold 

One hotel and two more home 
phases to go, though, and the 
Spanish home-buying boom has 
unfortunately peaked The proj- 
ect also has an image problem 
locally and access is by a narrow 
crumbling road that the locals, 
almost deliberately it seems, lit- 
ter with their garbage. 

Puerto Sherry is one of the few 
modern marines on the Andalu- 
tian Atlantic coast and would 
probably attract buyers if Mr 
Walker had to let it go. Its man- 
agement says cash flow next year 
should be positive for the first 
time. The market in Spain, how- 
ever, is now with the buyer. 


7 directors 
quit and 
Enimont 
plans $7.5bn 
cash call 

By Haig Slmonlan in Milan 

A SHOWDOWN at Enimont. the 
troubled I talian chemicals joint 

venture, has drawn one step 

closer with the resignation on 
Saturday of seven of its 12 board 
members. 

Separately, Mr Sergio Crag- 
notti, the company’s managing 
director, announced plans for a 
rights issue of np to L8.5O0bn 
(37 .5 bn), to be approved by a spe- 
cial shareholders’ meeting next 
January. 

The resignations follow last 
week’s rejection by Mr Raul Gar- 
dim, the head of the Ferruzzl- 
Montedison group, of the terms 
set out by Eni, Montedison's pub- 
lic-sector partner in Enimont, for 
the sale ot its 40 per cent stoke 
in the company. 

Accusing Eni of not observing 
the government's agreed proce- 
dure for a negotiated divorce 
between the two fractious part- 
ners, Mr Car din! hinted strongly 
that Montedison would again try 
to use the majority stake In Eni- 
monfs shares it holds with its 
allies to push through Its poli- 
cies on the company’s board. The 
resignation of Enlmont’s five 
Montedison-appointed board 
members, along with that of two 
directors representing Mr Gardi- 
nl’s allies, now confirms that 
strategy. 

The resignations trigger a pro- 
cedure whereby all 12 board 
members, including Eni's five 
representatives, are obliged to 
step down. A new board will be 
appointed at a shareholders' 
meeting due on November 14 and 
15, and it is likely that Montedi- 
son will try to use the meeting to 
elect a new board on which it 
will have the decisive two-thirds 
majority to carry through strate- 
gic decisions. 

Despite his apparent advan- 
tages, opposition to Mr Gardinl 
mounted over the weekend. On 
Friday, key government minis- 
ters came out in favour of Eni's 
stand that its sale contract was 
in line with the agreed divorce 
procedure. Such support has 
strengthened Eni’s position, and 
increased the likelihood of an 
acrimonious legal battle should 
Mr Gardinl try to push through 
his plans next week. 

However, he already appears 
to have adjusted his position. 
Borrowing from Eni's counter- 
proposal to the LKMMMHm capital 
increase put forward by Mr Gar- 
dini for Enimont earlier this 
year, the company Is calling for 
its recapitalisation to be in cash. 

That would rule out, for the 
time being at least, the widely 
expected transfer of Montedi- 
son's Himont and Aosimont sub- 
sidiaries as its contribution to 
Kni mont's capital increase. 


Economics Notebook 


French wage problems 
wri g gle into the open 


S ince the onset of the Gulf 
crisis, French economists 
have taken the lid off a 
number of cans of worms, 
whose wriggling had hitherto 
remained decently' hidden. 

It is now commonplace to 
observe that activity had 
begun to slow down, and slow 
significantly, -months before 
any impact from the Iraqi inva- 
sion of Kuwait ' 

But unit labour costs, too, 
can now be seen to have begun 
to climb alarmingly as early as. 
the second quarter of 1989 - a 
trend which had been partially 
concealed by a fortunate drop 
in the cost of Imported goods 
and raw materials/ - - -= - 

From 1983-to 1989,- French 
unit wage costs had dimin- 
ished in real terms by an aver- 
age of 1.7 per cent a year, a 
substantially ‘ .better perfor- 
mance than the average of 0.9 
per cent a year achieved by 
West Germany. 

While hourly salaries have 
maintained a stow but sus- 
tained- acceleration over the 
last three . years, however, pro- 
ductivity gains have tailed off, 
In the first six months of this 
year they ‘ground to a halt, 


leaving unit wage costs to 
climb by 2,7 pet cent In the 
first six months of 19®). and by 
•1.7 per cant oyer the past year. 

The acceleration has been 
most marked in manufacturing 
industry,- where unit wage 
costs have risen by M per «mt 
over the past year, with Jnte^ 
mediate good*- manufacturers 
particularly affected. 

Against this background, the 

reaction of French wage nego- 
tiators to the sarge to Inflation 
provoked by the Gulf crisis 
could prove decisive. Faced by 
two previous oil shocks, 
France reacted by allowing 
substantial wage Increases to 
trigger an uxflattanary spiral. 


as the “anti-crisis u study group 
set up under planning minister 
. Lionel Stolfiru reported earlier 
this month. Will the response 
be better this time? 

' Wage negotiation structures 
appear to. have broken with 
some of the habits of the 1970s, 
but economists cannot agree 
on whether wages have been 
dismdexed from inflation. 

Earlier this year, Pierre 
. RaHe and Joel Toqjas-Bernate. 
- economists at Insee, argued 
that the disindexation of pay 
was a reality since 1983; previ- 
ously, past price increases 
were passed on within one 
quarter into pay. . 

. . But Sanvi Avouyi-Dovi, Eric 
Bleuze and Francois Lecointe. 
of the Caisse des Depots, find 
the evidence of a statistical 
turning point inconclusive. 
Instead, they argue that France 
shows a close indexation of 
w&&6s on pflst inflation, but 
unlike countries like the US 
and especially West Germany, 
nays no attention to productiv- 
ity g* 1 "* in wage negotiations. 

Pierre Poret, economist at 
the Organisation of Economic 
Cooperation and Development, 
argues on the other hand that 
French wages remain closely 
indexed on prices, but on 
expectations of future infla- 
tion, rather than on past infla- 
tion. These expectations, he 
suggests, have been moderated 
to the tune of about X percent- 
age point a year because of the 
greater credibility of French 
monetary policy, thanks to the 
Sim anchorage of the franc to 
the EMS exchange rate mecha- 
nism. 

Pierre Bdrdgovoy, the 
finance minister, can be relied 
on not to abandon this mone- 
tary anchorage; Indeed, a num- 
ber of French economists have 
argued that one way to reduce 
the gap in interest rates 


between France and Germany 
- far wider than that between 
inflation rates - would be to 
put an official stamp on wbat 
is already virtual reality by 
declaring that the franc 
exchange rate against the 
D-mark is henceforth fixed. 

But will monetary discipline 
be enough, against a chorus 
from the socialist majority 
backbenches in favour of more 
redistribution to employees? 

Trading setback 

It was unkind of fate to 
return the best visible trade 
figures Britain has seen for 
years, and the worst seen in 
France, just one week after 
Pierre Beregovoy invited the 
French national assembly to 
meditate, without any spirit of 
polemic, on the economic fail- 
ure of the UK. 

Some deterioration in 
French trade performance was 
widely expected, for the energy 
deficit widened sharply and 
predictably to FFr9 .9bn 
(Sl-96bn), compared with an 
average of FFr&3bn a month in 
the balmy first half of the year, 
before Iraqi tanks sent oil 
prices climbing. All tbe same, 
the overall September trade 
deficit of FFrlO.lbn, after sea- 
sonal adjustments, also 
reflected a wider deficit in 
manufactured goods and a nar- 
rower surplus in food and agri- 
cultural products. 

It would probably be errone- 
ous to lay too much of the 
blame at the door of the strong 
franc, although it has appreci- 
ated by nearly 10 per cent 
against the US dollar so far 
this year. France's share of 
export markets is most sensi- 
tive to price competitiveness in 
the EC, according to an Insee 
analysis, and the EC, where 
the franc exchange rate is 



Pierre Beregovoy: fate unkind 
to the French finance minister, 

broadly stable, now represents 
57 per cent of French exports. 

There are, however, some 
grounds for caution over the 
likely trend for the trade defi- 
cit to tbe months to come, even 
if September’s figure does 
prove to be somewhat erratic. 

Tbe first point is the manu- 
factured goods deficit, which 
has been causing frissons of 
alannism for years now but 
which continues to deteriorate 
steadily, totalling FFr7.5bn last 
month. 

The second, however, has 
hitherto been regarded as one 
of the strong points to France's 
trade performance: food and 
agricultural products. 

Insee had already warned in 
July that French grain exports 
would be difficult to sustain in 
the second half. In addition, it 
pointed out that much of the 
improvement to agricultural 
trade over the last two years 
has been an optical illusion 
due to the diversion of sugar 
exports away from French 
ports to Rotterdam. 

Contrary to the expectations 
of some stockbrokers’ econo- 
mists, the agricultural surplus 
is likely to fall from the. 
FFr4 9bn a month average of 
the first half, if not as low as 
September's FFr3bn, then at 
least to around FFr3.5bn. 

George Graham 


Strong first 
half at NEC 
and Fujitsu 

By Ian Rodger in Tokyo 

NEC and Fujitsu, Japan's 
leading computer and telecom- 
munications equipment mak- 
ers, both scored double digit 
pre-tax profit increases in the 
six months to September 30, 
and have raised their divi- 
dends. 

NEC's interim dividend rises 
from Y4 j 5 per share to Y5 per 
share while Fujitsu’s goes 
from Y4 to Y4.5. Profits of 
NEC jumped 18^ per cent to 
Y55J9bn, thanks to booming 
sales of telecommunications 
and computer equipment. 
Sales rose 9.S per cent to 
Yi^78.1bn (810.91m). 

Net income jumped 30 per 
cent to Y38.6bn or Y25.13 per 
share. The company expects 
that its customers’ capital 
spaiding will remain strong in 
the second half, and Is fore- 
casting a record pre-tax profit 
of YL45bn for the foil year, up 
9 per cent. 

Fujitsu’s pre-tax profit was 
up 1CL8 per cent to Y55.6bn on 
sales Hhwiil by a similar mar- 
gin to Yl,070.7bn. The com- 
pany said a slump in semicon- 
ductor sales was more than 
offset by buoyant markets for 
its computers and telecommu- 
nications equipment. 

Sales of electronic devices 
fell 9.6 per cent to Y133-6bn, 
but telecoms equipment sales 
surged 19.2 per cent to 
Y191.9bn. Sales of computers 
were up 13.3 per cent to 
Y745bn. 

Net income advanced 3.2 per 
cent to Y29.4bn. 

Like NEC, Fujitsu is bullish 
about the second half, despite 
higher interest rates and eco- 
nomic uncertainties. 

Although interest payments 
will be significantly higher fol- 
lowing Its purchase of a con- 
trolling stake in the UK com- 
puter maker ICL in July, the 
company forecast a pre-tax 
profit of Y135bn, up 6.3 per 
cent for the foil year. 
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This Notice does not constitute an otter ol securiMS o? Provtnsbanhen A/S or ot Den Danghe Bank AktesalskaO but 

does require action an the part oilha holders at the Notes referred to below. 

Notice of an Adjourned Meeting 

of the holders of the outstanding 

U.S. $100,000,000 

Floating Rate Notes Due 1991 
of 

Provinsbanken A/S 
now merged with 
Den Danske Bank Aktieselskab 

NOTICE IS HEREBY GIVEN that a Meeting of the holders of the above Notes (the “Noteholders') issued by 
Provinsbanken A/S (the “issuer") and convened by Den Danske Bank Aktieselskab (the “Successor") lor 26th 
October, 1990 and adjourned on that dale wfll be re-convened and held at The Chase Manhattan Bank, NA, 
Wool gate House. Coleman Street London EC2P 2HD on 9th November. 1990 at 10.00 ajn. (London time) tor the 
purpose of considering and. if thought fit passing the following Resolution which will be proposed as an 
Extraordinary Resolution in accordance with the provisions of a Fiscal Agency Agreement (the “Principal Fiscal 
Aoency Agreement") dated 25th September. 1986 made between. Inter alia, the Issuer and The Chase Manhattan 


Agreement deled 2nd October. 199U (logemer wnn me t-rtnctpai Fiscal Agency Agreement, me -r-iscai Agency 
Agreement"). 

The Resolution rf passed, will modify, inter alia, the Terms ana Conations at the Notes and approve the formal 
substitution of the Successor as principal debtor under the Notes and the Coupons and the discharge of the Issuer 
from its obligations and llabTrtiea under the Notes and Coupons (Including waiver of any right against the Issuer 
andfor the Successor to request earty repayment of Notes as a result thereof). 

Details of the background to the merger, end the reasons for the proposed waiver and modifications and the 
Extraordinary Resolution, are set out below. 

EXTRAORDINARY RESOLUTION 

That this Meeting of the holders (the “ Noteholders") of the outstanding US. S100.000.000 Floating Rats Notes 

Ager»^Agwm«^'3S^^a^e^OTber. 1986 made between, inter andllie Chase 

Manhattan Bank. NA (the “Fiscal Agent”) as fiscal agent In respect of the Notes as amended by a First 
Supplemental Fiscal Agency Agreement dated 2nd October, 1990 (together with the Principal Fiscal Agency 
Agreement, the “Fiscal Agency Agreement"), resolves that 

(1) the merger between AfcHesetekabet Kjosbenhavns HandeisBank (Copenhagen HandeteSank A/S), 
Provinsbanken A/S and Den Danske Bank af 1871 , Aktieselskab made with effect from 5th April, 1990 shall be 
approved, and shall not entitle any Noteholder to request earty repayment of his Note(s) in accordance with the 
provisions of the Notes or the Fiscal Agency Agreement; and 

(2) Den Danske Bank Aktieselskab shall be substituted as the principal debtor in place of Provlnfibanksn A/S with 
respect to the Notes and Coupons, and the Notes and Colons shall be amended in such manner as shall be 
necessary to give effect to such substitution.” 

BACKGROUND 

On 8th February. 1990 the Boards of Directors of Akflesetskabet Kjoebenhavns HandeisBank (Copenhagen 
HandeisBank A/S) (“Copenhagen HandeisBank") and Provinsbanken A/S (‘Provinsbanken'') and the 
Supervisory Board of Den Danske Bank af 1871, Aktieselskab (“Den Danske Bank*) Issued a merger statement 
amounting that they had resolved to seek the creation of a merger of the three banks with effect from 1st January 

As stated in the merger statement, the merger of the three banks was stated to be of material benefit to each of 
them. The merger would enable substantia/ economies of scale in relation to business, investment and 
expenditure, at home and abroad and would enable achievement of such levels of capacity, efficiency and flexibility 
as are crucial to operations undertaken in an increasingly competitive environment The principal feature of the 
merger as it affects the Noteholders is that Den Danske Bank is tne company which is continuing and Copenhagen 
HandeisBank and Provinsbanken are the companies to be discontinued. 

The merger having been approved by the relevant Annual General Meetings of the three banks being 19th March, 
1990 tor Copenhagen HandeisBank, 20th March, 1990 tor Provinsbanken and Den Danske Bank, and further for 
Den Danske Bank at en Extraordinary General Meeting on 5th April. 1980, at which date the merger became 
effective by way of a universal succession whereby all rights and obligations of Copenhagen HandeisBank and 
Provinsbanken were automatically transferred to and taken over by Den Danske Bank being the continuing legal 
entity and whereby Copenhagen HandeisBank and Provinsbanken were automatfcafly discontinued. At such 
Extraordinary General Meeting of Den Danske Bank. Den Danske Bank also changed its name to Den Danske 
Aktieselskab. 

On 26th October. 1990 a Meeting of Noteholders was convened and was ad|oumed because a quorum was not 
present within the requisite time period. 

PURPOSE OF MEETING 

The purpose of the meeting of Notehokle re is to put to the Noteholders the above Extraordinary Resolution. Under 
the terms of the Notes, the merger entitled arty Noteholder, by notice to the Issuer through the Fiscal Agent to 
request earty repayment of any Nates held by him. 

The Successor has accordingly convened a meeting of the Noteholders by this Notice to request their a greement 
by Extraordinary Resolution to the matters contained in such Extraordinary Resolution. 

The attention of Noteholders is particularly drawn to the quorum requirements tar the Meeting and tor an adjourned 
Meeting which are set out in paragraphs of "Voting and Quorum” below 

Copies of the Fiscal Agency Agreement (including the terms and conditions of the Notes), copies of the Merger 
Prospectus. Mia Merger Statement with the Joint financial statement and draft opening balance sheet attached, and 
the opinion and valuation certificate of the valuers pursuant to Section 134(c) of ttie Danish Companies Act, are 
available for inspection by Noteholders at the specified offices of the Paying Agents set out below none of whom 
should be taken to be expressing any opinion on the merit of the proposed resolution. 

VOTING AND QUORUM 


Note, or a valid voting certificate or valid voting certificates i 
respect of which he wishes to vote. 


by a Paying Agent relating to the Note(s) in 


A holder of a Note not wishing to attend and vote at the Meeting in person may either deliver his Note or voting 
certificate's) to the person whom he wishes to attend on his behalf or give a voting instruction to a Paying Agent 
(on a voting instruction term obtainable from the specified offices of the Paying Agents set out below) 
instructing such Paying Agent to appoint a proxy to attend and vote af the Meeting in accord a nce with Ms 
Instructions. 

Arty Noteholder who wishes to obtain a voting certificate or give voting instructions in respect of his Notefe) 
must first arrange tar Ws No(e(s) either 0) to be deposited at tne offices of any of the Paying Agents or pi) to be 
hekj In the Euroctear Clearance System in a “blocked' account or by Cedel S-A. In a blocked internal account 
Onoe deposited or blocked for either of these purposes, such Notefa) wfB not be released to the Notahofdar by 
the relevant Paying Agent or unblocked by the relevant clearing system until the earlier of (a) the conclusion of 
the Meeting or any adjourned sue* Meeting, (b) the surrender of the voting certificate issued in respect of such 
Note(s) < and (c) in the case of a Paying Agerrt, ttie surrender, not less that 48 hours before the time fixed for the 
holding of the Meeting or any adjourned such Meeting, of the voting instruction receipt given by ttie relevant 
Paying Agent to respect of siKh Note(s) or, in the case of a clearing system, the revocation, not less than 48 
hours (or such longer time as may be agreed pursuant to arrangements made between Cede) S.A. or 
Eurodear and any Noteholder) before the time fixed for the hokfing of the Meeting or any adjourned such 
Meeting, of the voting instruction given in respect of the Notes. 

2. The quorum required at the Meeting shall be two or more persons present in person hokfing Notes or verting 
certificates or being proxies whatever me principal amount of the Notes so held or represented. 

3. Every question submitted to the Meeting shall be decided to the first Instance by a show of handsurtiess a pod 
is duly demanded by the Chairman of the Meeting or by the Successor or by one or more persons holding one 
or more Notes or voting certificates or being proxies and hokfing or representing in the aggregate not less than 
one- fiftieth in principal amount of the Notes then outstanding. On a show of hands every person who Is present 
in person and produces a Note or voting certificate or is a iproxy shall have one vote. On a poB every person who 
is so present shall have one vote In respect of each U.S. $10,000 principal amount of Notes so produced or 
represented by toe voting certificate so produced, or in respect of which he is a proxy. In the case of an equality 
of votes, both on a show of hands and on a poll, the Chairman shall have a castmg vote in addtlon to the vote or 
votes (if any) to which he may be entitled as a Noteholder. 

4. lb be passed, the Extraordinary Resolution requires the affirmative vote of Noteholders present in person or 
represented by proxy or voting certificate representative, a majority of not less than three-quarters of the votes 
cast thereon. If passed, the Extraordinary Resolution will be binding on all the Noteholders, whether or not 
present at the Meeting and whether or not voting; and all the Couponhokfers. 

FISCAL AND PRINCIPAL PAYING AGENT 
The Chase Manhattan Bank, fLA. 

Wootgato House 
Coleman Street 
London EC2P2HD 
RAYING AGENTS 

Chase Manhattan Bank Luxembourg SJL Chase Manhattan Bank (Switzerland) 

5 Rue Plaetis 63, rue du Rhone 

L-2338 Luxembourg CH-1204 Geneva 

Provinsbanken A/S 

Banque Bruxelles Lambert SJL By its successor 

Avenue Mamix 24 Den Danske Bank Aktieselskab 

B-1 050 Brussels 2-12 Hoimens Kanal 

1092 Copenhagen K 

29th October, 1990 


Thu node* is iwJ in compliance with die requirements of die Council of The International Stock Exchange of 
the United Kingdom and die Republic of Ireland Linared (The Stock Exchange”). lr does not constitute an 
invl radon to the public to subscribe foe or purchase, any sham or warrants. 

Luting Particulars relating to Clutf Resources pic have been delivered for registration in accordance with Section 
140 of (he Financial Service* Act I486 mdic Registrar of Companies in England and Wales. 


Cluff 


CLUFF RESOURCES pic 

Lnrorpanted In England under (he Companies Acts 1046 » 1*>8 J and registered No- 1 00 J902 

Application has been made to the Council of The Stock Exchange for die admission to the Official 
List by way of introduction of die following securities of Cluff Resources plc- 

• 46,825,936 Ordinary Shares of 25p each, issued and folly paid 

• 4,017.905 Warrants to subscribe for Ordinary Shares of 25p each 

Cluff Resources pic is a British based narural resource company. The Group's o one business is 
the production of and exploration for gold; ic also has interests in other precious and base metals, 
diamonds, industrial minerals and oil and gas. 

The Listing Particulars ate included in the Companies Fichc Service maintained by The Stock 
Exchange and copies arc available during normal business hours until 31st October, 1990 from the 
Company Announcements Office, The Stock Exchange, 46-50 Finsbury Square, London EC2 A IDD 
and until 12th November: 1990 (Satuidays and public holidays excepted) from:- 

Cluff Resources pic 
56 St James’s Street 
London SW1 A 1LD 

Baring Brothers & Co., Limited Kleinwort Benson Securities Limited 

8 Bishops gate 20 Fen church Street 

London EC2N 4AE 29th October. I9oo London EC3P 3DB 


Sun Life may use courts 
to improve Mecca terms 
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British Gas clears 
regulatory hurdle in 
bid for Consumers 


By Simon London 

SUN LIFE, the insurance 
company, lias confirmed that it 
may resort to legal action in an 
effort to force Rank Organisa- 
tion to improve the terms of its 
offer to holders of convertible 
preference shares in Mecca Lei- 
sure. 

Rank owns over 90 per cent 
of Mecca preference shares and 
can now compulsorily buy the 
outstanding stock, under Com- 
panies Act legislation. 

However, the legislation also 
allows non-assenting share- 
holders to apply to tne courts 
to enforce better terms. 

“Legal action is certainly a 
possibility,” commented Mr 
Peter Grant, Sun Life chair- 
man. "Our position reflects 
long-standing agitation by 
institutional Investors over the 


treatment of convertible stock 
in bid situations. We will act to 
protect our position and the 
funds of our policyholders.” 

Talks between the two sides 
have yet to yield a solution to 
the impasse. Sun Life holds 9 
per cent of Mecca convertible 
preference shares, nearly all 
the total outstanding. 

Rank has offered three of its 
625 per cent preference shares 
for every four of Mecca 721$ per 
cent preference shares. 

At the time of the offer, 
Rank said that although that 
represented a decreased annual 
dividend, "shareholders should 
consider the fact that Rank's 
dividends have increased con- 
sistently over the last five 
years and there may be some 
doubt as to the maintenance of 


Kay acquisition will not 
dilute Ratners earnings 


By Maggie Urry 

MR GERALD Ratner, chairman 
and managing director of Rat- 
ners Group, the jewellery 
retailer, said yesterday that 
early signs from Kay Jewelers, 
acquired in the US. supported 
his view that the purchase 
would not dilute Ratners earn- 
ings in the next financial year. 

Completion of the £220m 
acquisition of Kays, which was 
launched in July, will he for- 
mally announced today.Mr 
Ratner said that as the deal 
had been agreed. Sterling. Rat- 
ners US business, had started 
work on Kay two months ago. 

The 165p second instalment 
of a two-part rights issue of 
convertible loan stock made to 
finance the acquisition is now 
due on November 7. Once that 
has been paid the stock will 
convert into ordinary shares 
on November 14- 

Ray’s head office will be 
closed, and Sterling's head 
office in Akron. Ohio, has been 
doubled in size to take on the 
new stores. Significant cost 
savings will be made, Mr Rat- 
ner said, from joint advertising 
and buying and through in teg- 
rating management structures. 


Although Kay should 
enhance earnings in Ratners 
Current finanHai year willing 

January, because it will be 
included for the most profit- 
able period of the year cover- 
ing Christmas, analysts had 
feared that Ratners earnings 
would be diluted in the next 
finanri.il year. Kay was incur- 
ring Josses when Ratners 
bought it and some considered 
the price paid was too high. 

Mr Ratner said that in order 
to avoid dilution the average 
annual turnover of each Kay 
store would have to rise from 
the $800,000 being achieved 
when Ratners moved Into Kay, 
to Sim a year by the end of the 
next year. 

He said that trading in the 
UK had been variable since the 
summer although the launch 
of a discount voucher scheme 
last week had boosted sales. 
Under this scheme shoppers 
who spend over £150 are given 
a £50 voucher which can be 
used next February. The 
scheme operated for 10 days 
before Christmas last year and 
90 per cent of the vouchers 
were redeemed. 


Mecca's dividends.” 

Indeed, when Mecca 
announced an interim pre-tax 
loss of £42.2m on September 25, 

the preference dividend was 

passed. 

However. Sun Life says that 
the offer now on the table 
undervalues its holding of con- 
vertible stock and is hoping to 
force concessions. 

In a similar episode last 
year, the insurer resisted the 
£630m management buy-out of 
kitchen retailer Magnet, by 
building a 12 per cent holding 
of convertible preference 
shares. On that occasion Sun 
life forced the ill-fated buy-out 
team to offer preference share 
holders a full cash alternative 
to the original cash-and-shares 
offer. 


Independent 
chief silent 
on Italian move 

By Richard Lapjper in 
London and Haig Slmonlan 
in Milan 

The editor of The Independent, 
Mr Andreas Whittham Smith, 
yesterday refused to comment 
on reports that Mondadorl, the 
leading Italian publishing 
group, may be negotiating to 
buy a 10 per cent stake in the 
newspaper. 

The Independent already has 
an editorial co-operation 
agreement with La Repub- 
bllca, the prestigious daily 
newspaper which is part of the 
Mondadorl group. Mondadorl 
is now under the control of Mr 
Carlo De Benedetti, following 
a boardroom struggle earlier 
this year. According to La 
Stampa. the Turin-based Ital- 
ian paper, talks on a deal have 
reached an advanced stage bat 
no terms have been revealed. 

A spokesman for Mr De 
Benedetti said he had no 
knowledge of the transaction 
yesterday, while Mr Carrado 
Passera, one of Mr De Benedet- 
ti*s key lieutenants who was 
recently appointed managing 
director of Mondadorl. could 
not be reached for comment 




INTERNATIONAL CROSS BORDER TA 

BIDDER/INVESTOR TARGET SECTOR 

KEOVERS 

VALUE COMMENT 

Grand Metropolitan 
(UK) 

Anglo EspaHola de 
Dlstrtbuci6n (Spain) 

Drinks 

distribution 

£100m est Completes 

Grand met EC 
network 

Sopaf (Italy) 

Continental (Germany) 

Tyres 

N/A 

5% bought as 
part ot Pirelli 
bid 

C. hoh (Japan) 

Klockner-Werke (Germany) Steel 

£34m 

5.1% bought 
Japanese enter 

EC steel market 

C. hoh/KMckner- 

Werfca/RautannAfc] 

( Finland) 

German joint venture 

Steel 

E34m 

KW controlling 
with 50.1% 

Consortium (S. Africa) 

Neusiedler (Austria) 

Paper 

N/A 

Plans to buy 

49% 

Aerospatiale and Alcatel Ford space systems (US) 
Eapeea (FrancaySetaida 

Spazlo (Italy) 

T eleoom8 and 

weather 

satellites 

£96m 

Lora/ sells 49% 
to form new 
business 

ICL (UK) 

Databolln Information 

Software 

£10m 

Fujitsu unit 


Systems (Sweden) 



expands 

BPA (Portugal)/ 

BPA Seguros de Vida 

Life assurance 

£6m 

Banco Portugues ! 

MutueHes du Mans 

(Portugal jv) 



do Atlantic to 

Assurances (France) 




own 72.5% 

ConAgra (US) 

Divisions ot Elders IXL 

Beer materials. 

N/A 

Elders still 



wool, meat 


restructuring 

Sastb 

General Railway Signals 

Rail signals 

N/A 

Saslb becomes 

(Italy) 

(US) 



world No 3 


Disposals, refocussing and 1992 continue to bo the major themes in Inte rnati onal mergers and 
acquisitions, writes Brian BoUen. 

Australia’s Elders took another Important step In Its plans to refocus as a pure brewing 
company by agreeing to sell the whole of its brewing materials and wool divisions and half Its 
meat division to US food company ConAgra. Elders expects to sell another 20 per cent of Che 
meat business domestically and keep 25 per cent as a long-term Investment 

Trading house C Koh became the first Japanese company to enter the European steel industry, 
launching a co-operation pact with German steel and engineering company Ktockner-Werke. Its 
purchase of 5.1 per cent of KW Is its first large hokfing in a European or US company. 

The South African consortium buying 49 per cent of Austrian forest products group Neusledler 
says It will be an Important step Into the growing EC and eastern European markets. This Is the 
second significant European paper-related purchase In recent months by a consortium with 
So ufli African interests. The drinks division of the UK’s Grand Metropolitan put In place the last 
major piece of its European distribution network, buying Spanish distributor Anglo Espanota de 
Dlstrfbucton. 

The purchase of US railway signalling concern General Railway Signals pushes Carlo De 
BenedettTs fast-growing Industrial group Saafb Into third place In the world's railway signalling 
supply business. H also enhances Italy’s strong position In the sector. 

US defence electronics group Loral agreed to sell part of the former Ford Motor aerospace 
division to French and Italian buyers, to boost Rs chances of being a major Internatio n al player 
in the sector. 

The purchase of S per cent of German tyre maker Continental by Milan merchant bank Sopaf 
took the total known to be in hands sympathetic to Pirelli to 1$ per cent 
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US$250,000,000 

Institute de Credito Oficial 

Statutorily Guaranteed Floating 
Rate Notes due 1992 

For the period from October 29, 1980 to 
April 29. 1991 the Notes will carry an 
interest rats of 7.975% par annum wiLh 
an interest amount of US 4403.18 per 
US S10.000.- and of US 84.031.81 per 
US $100,000 Note. 

Hu relevant interest payment date will 
be April 29, 1991. 

Agent Bonk 

Banque Paribas Luxembourg 
Soci6t£ Anonyme 


ECU 300.000,000 
Kingdom of Belgium 
Floating Rate Notes due 2000 

For the period from October 29. 1990 to 
January 39, 1991 the Noteo will earty an 
interest raieofV%riff fwr annum, wili on 
interest amount of ECU 2,53LfiO per 
ECU 100,000 Note. 

The relevant interest payment date will 
be January 29, 1S9L 

agent Bank: 

Basque Paribas Luxembourg 
Soci£t£ Anonyme 


INTERNATIONAL* a | | 

BusinessWeek 


This week’s topics: 

Wail Street An IrreversfcJe Decline? 
Garbo's Mystique On The Auction Block 
Now PC Makers Have A Vf.cc 
French Business Hits a Pothole 
United -i- Pan Am: A Bet On Global Growth 

Now available at your newsstand! 




Headquarter 14, av. d*Ou3ry; CH-T006 Lausans. TfeL 41-21-617 44 II 
UK toB-free number 0800 288 137 


By Bernard Simon in Toronto 

AN ONTARIO regulatory 
agency has cleared, the pro- 
posed CSi.tbn (£4S0m) takeover 
by British Gas of Consumers 
Gas of Toronto, subject to 
numerous conditions which 
include a commitment to main- 
tain partial public ownership 
of the Canadian utility. 

The Ontario Energy Board's 
recommendations must still be 
approved by the province's 
new left-wing government, 
which is likely to come under 
pressure from Canadian 
nationalists to impose still suf- 
fer nm yfi firms on British Gas. 

The OEB said that British 
Gas’s purchase would, on bal- ■ 
ance, be of “some b e n efit to the < 
domestic economy.” It added 
that regulatory supervision of 
the gas industry would protect 
Consumers customers after the < 
acquisition. 

But the board said that tak- 
ing Consumers private “would i 
be contrary to the public inter- 
est.” It recommended that Brit- ] 
Ish Gas spin off at least 15 per i 
cent of Consumers to the pub- i 
he no later than September 30 i 
1992. In hearings before the 
OEB last summer, British Gas 
offered to create a public float 
within 10 years, provided it did i 
not suffer a loss in the process. 
The British company at one 
point threatened to withdraw i 
from the deal if it was forced 
Into an immediate share issue: 

British Gas offered C$34 a 
share last March for all Can- \ 
sum era’ outstanding shares, 
which Include th e 83 ner cent 
control block held by GW Utfll- . 
ties, a company controlled by i 
Toronto’s Relchmann family, j 
In anticipation of a positive ] 
OEB report. Consumers share .] 
price bounced up by CSL5 on 
the Toronto stock exchange : 
last Friday to C$31.75. . . j 


The OER also proposed that 
a majority of Coduacn direc- 
tors should be independent of 
British Gas. Consumers and 
their affiliates, with at lewd 
one-third being resident* of 
Consumers franchise are*. .: 

Furthermore. Consumers' 


lag should not be cut below 
present tovefe tnd British Gm 
should encourage higher out- 
lays. 

The offer for Consumers, 
Canada’s biggest gaa utility, is 
an important part of British 
Gas's strategy to broaden its: 
international' base. The Cana-. 
riian company has just meat 
one million customers, mostly. 
In heavily . Industrialised 
southern Ontario. British Get ; 
has Indicated that it maytwe 
Consumers as a springboard 
into the US market 
* British Gas has compiatnart 
that political pressure from 
west German companies may 
prevent it from acquiring an 
equity stake in Verbtmdnetr. 
Gas, the east German gas 
monopoly which Is being priva- 
tised. 

Mr Peter Lehmann, world- 
wide controller for new busi- 
ness at British Gas, said tfaat it 
was saeking up to a 30 per cent; 
stake In the company out of 
the 55 per cent which remained 
with tee privatisation agency. 
Two west German companies 
acquired 45 per cent of the 
company in August. 

Mr also said that 

British Gas was seeking inters 
ests In three east German local 
gas distribution companies, 
including possibly majority 
holdings. British Gas was pre- - 
pared to Invest between: 
DMTOOm and DMlbn over the 
next five years if It was aMe to . 
acquire stakes. 


Investors could take legal 
action against Royal Life 


By Richard Lapper 

INVESTORS WHO claim to 
have lost several million 
pounds due to the activities of 
Mr Robert Kissane, a former 
sales representative of Royal 
Life, could take legal action 
the company. 

Royal Life, which estimates 
total losses to be around 28m, 
set up a compensation fund on 
October 6. 

The investors, many of 
whom remortgaged their 
houses and invested the pro- 
ceeds through Mr Kissane, say 
the amounts being offered by 
Royal are inadequate. Ms Jan 
Prouting, the secretary of 
Action Group South, which 
represents 400 investors, said 
yesterday that members were 
“very dissatisfied” with the 
compensation package on offer. 
Only between £6,000 and £7,000 
had been paid ont so far, 
mainly to people in financial 


hardship. 

Ur Bob Cattrali, Action 
Group's vice-chairman, said 
the group was seeking compen- 
sation for stress suffered by 
individual members of the 
group, and. for legal costs as 
well as the monies lost through 
Mr Kissane’s activities. Nigel C- 
Hodkinson, Hampshire-based 
soBcitors,_are preparing io test 
cases to present to Royal. 17 
Royal is unprepared to meet 
the group’s demands, legal 
action could follow. 

Mr Cattrali says the total 
compensation sought could be 
in excess of £20m. As many as 
800 investors could have lost 
money, says Mr CattraH 

Mr Kissane himself, was 
arrested in early October and 
faces theft charges. He was 
released on bail earlier this 
month. The case is e x pected to 
go to trial in January. 
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Monsanto reveals 
41% fall and plan 
for restructuring 


COMPANIES AND FINANCE 


By Martin Dickson in New York 


MONSANTO, one of the largest 
US chemical companies, suf- 
fered a 41. per cent drop in 
third - quarter net income - 
which it blamed on drought 
and rising oQ prices - and 
announced a restructuring of 
its ag ric ultural products busi- 
ness. 

The restructuring will 
involve the proposed disposal 
of its animal feed ingredients 
business, which has sales of 
about 5160m, and a reorganisa- 
tion Of Its Crop rihrmriratn h ngj . 
ness on a product line basis, 
with some 300 job losses. 

The company announced 
late on Friday, after the dose 
of the stockznarket, that net 
income in the. third quarter 
dropped from $i26m, or 94 
cents a share, a year ago to 
574m, or 59 cents, on mIas np 4 
per cent at $2L14bn. 

Mr Richard Mahoney, the 
chairman, acknowledged the 
figures were disappointing and 
“well below what we expected 
going into the quarter”. 

Third-quarter operating 
income for the . agricultural 
products unit fell from 557m to 
538m because of continued 
drought in Europe and the 
western US. “Europe is an 


important market for Roundup 
herbicide, particularly in the 
third quarter, and weed growth 
is well below normal in key 
areas like the UK and France,” 
Mr Mahoney added. 

Operating income in the 
chemicals division dropped 
from. 5117m to 530m, hit both 
by a slowdown in the US econ- 
omy anH Hw> rise in oil-based 
raw material prices that fol- 
lowed the Iraq invasion of 
Kuwait 

The company said more than 
half of the *^1™* was due to 
“last in. first out” inventory 
accounting and the company 
planned to recover a large part 
of its cost increases through 
higher selling prices. Operat- 
ing income at the Searle phar- 
maceuticals unit rose from 
514m to 528m, with Fisher Con- 
trols up from 517m to $24m. 
But Nntrasweet, the ar tificial 
sweetener business, saw a dip 
from 535m to 537m because of 
new product start-up costs. 

The company said the 
restructuring, which will not 

involve its artbrml and plant 

sciences divisions, rimuM not 
affect net income this year and 
ghrmid ptwn a net gai™ when 
completed. 


Noranda barely achieves 
a profit in third quarter 


By Bernard Simon in Toronto 

NORANDA, the Canadian 
resources giant, barely eked 
out a profit in the third quarter 
after suffering losses in its for- 
estry operations and fe eling 
the pinch from lower metal 
prices. 

Net earning s were C5l8m 
(US$15.6m) or 1 cant a share, 
down from C$101m or 49 cents 
a year earlier. Revenues rose 
slightly to C52.27bn from 
C5&20bn. 

The results were buoyed by 
Noranda’s acquisition of a 50 
per cent stake last year in 
nickel producer Faiconbridge. 
The induson of Falconbridge, 
which enjoyed a strong third 
quarter, pushed earning * of the - 
miner al division up to C551m, 
fromCSUm. : -- 

Falcanbridge’s co ntr ib u tion, 
higher copper pices' and some 
base metal operations more 
than offset a- drop in zinc 
prices and a strike at the big 
Bruns wick zbjc mine. 

The forestry division suf- 
fered a C$5m loss, compared 


with a profit of C550m last 
year. Noranda said the setback 
“reflects mnnnting weakness 
in all markets for forest prod- 
ucts”. The company's forestry 
operations, which include a 

rmrimlHng tn f w ad: Jjl MacMil- 
lan Bloedal of Vancouver, have 
reduced pulp and paper capac- 
ity in the of poor demand. 

Earnings from energy and 
manufa cturing were almost 
unchang ed. 

Noranda also felt the impact 
of high Interest rates on its 
C$4hn debt load. Third-quarter 
borrow i ng costs and corporate 
expenses more than quadru- 
pled to C567m. 

• The company said ft expects 
a recovery in the fourth quar- 
ter, provided base metal prices 
remain around presen t levels 
and the strength in the oil mar- 
ket continues. 

Nine-month earning s were 
stashed to Cgl33m or 51 cents a 
share, from C5384m or C$1.94 
in 1989. Revenues rose 5.7 per 
cent to CS7.28bn- 


Strike-hit Steico reverses 
into a deficit of C$48.96m 


By Robert Gibbons in Montreal 


STELCO, Canada's second 
largest steelmaker, with plants 
shut down for three months, 
has suffered a. C 548.9m 
(US$429m) loss for the third 
quarter, against profits of 
C$22.7m or 54 cents a share. 

The loss for the tri n e -m onth 
period was 5559m. or $L89 a 
share, against profit of 5839m, 
or 52.05 a share. Sales were 
519bn against ?2J5bn. 

The strike Is believed close 
to a settlement fidlowing a new 
company offer. But Steico has 
already halved its quarterly 
dividend, cut management sal- 
aries, and slashed capital 
spending. 

However, because of the 
length of the strike, many 
customers, such as car compa- 


nies, have switched orders to 
other Canadian and US suppli- 
ers. 

• Campeau Massachusetts, a 
Boston p rop erty firm indirectly 
owned by troubled Campeau 
Corp of Canada, has filed for 
US Chapter 11 bankruptcy pro- 
tection. Its Lafayette Place 
shopping maTT in Boston is sub- 
ject to a foreclosure move by 
Manufacturers Hanover, the 
US bank. 

Campeau Massachusetts is a 
subsidiary of Federated Stores, 
Campeau Corp's US retailing 
group in Chapter 11 since last 
January. 

Lafayette Place wianagpmmt 
said under Chapter 11 the Man 
could remain open and con- 
tinue l ea sing efforts. 



Skanska 
sees 15% 
increase 

By John Burton 

in Stockholm 

SKANSKA, Sweden's largest 
construction company, has 
predicted that profits after 
financial items will reach 
SKr295bn (5405m) for 1990, a 
15 per cent increase, after 
reporting a similar paming s 
rise for the eight-month period 
to SKxl.71m. 

Sales, indudne rental reve- 
nues, are expected to reach 
SKr35bn for the year, an 
increa se of 17 per cent Sales 
during the right-month period 
rose by 25 per cent to 
SKr22fan. 

Skanska said aarning g from 
birth Swedish and foreign con- 
tracting operations had 
improved sharply. It has an 
order backlog of SKr32bn, 
which Is 22 per «mt M gfaw 
than at the end of 2989. 

Prospects for orders have 
increased with the opening of 
eastern Europe, while competi- 
tion from Aston ww i p w i i w; iw« 
eased due to strong domestic 
demand and rising costs. 
Housing construction in Swe- 
den is growing, aWmo gh at a 
slower pace. In the first half 
starts were 7 per cent higher 
than a year ago. However, ris- 
ing interest rates, public sec- 
tor austerity measures and a 
f«n in industrial investment 
have hit other se gment s of the 
construction market 


Chevron hit by increase in oil costs 5 aU faas in 


By Alan Friedman in New York 


CHEVRON, the fourth biggest 
US ofl company, said its third- 
quarter net income declined by 
3 per cent to 5403m, or $114 a 
share, while its operational 
results were 21 per cent lower 
because the cost of baying 
crude oil ro6e by more than the 
average increase in refined 
product prices. 

Results from US oil majors 
have been mfegd for the third 
quarter, with some compani es 
reaping a benefit from the 


spike in oQ prices caused by 
the Iraqi crisis others, like 
Che vron, finding that market 
arithmetic was a garnet them 
Mr Ken Derr, Chevron's 
chairman, s aid the company’s 
average crude oil acquisition 
COStS for its US np p r aH rmc rose 
by 35 cents a gallon for Sep- 
tember, compared with July. 
During that tim e. Chevron’s 
average refined product prices 
were only 26 cents a gallon 

higher. 


Revenues for the third quar- 
ter jumped to $10.6bn from 
58bn a year ago. while net 
income for the first nine 
months of 1990 was SLSbn. up 
by 34 per cent on nine-month 
revenues of $289bn, up from 
S239bn in the same period for 


Chevron’s US exploration 
and production operations 
earned ffiQ irn in third quar- 
ter, a leap from 558m a year 
ago. However US refining and 


marketing reported a third- 
quarter loss of 553m - equiva- 
lent to the company’s spend ing 
on environmental programmes 
in the quarter - compared 
with jianm of earnings in the 

1989 period. 

The chemicals operations 
business Incurred a 58 per 
cent drop in profits to 
$33m, while minerals 
operations were down to just 
$7m, compared with 542m a 
year ago. 


Olympic Airways to sell 
stake in its catering arm 


American Barrick hedges 
a year’s output of gold 


By Kerin Hope in Athens 

OLYMPIC Airways, the Greek 
state carrier, will next month 
sell a 66 per cent stake in its 
loss-making meals subsidiary, 
Olympic Catering. 

Six international and 
wriaring companies are expec- 
ted to bid. They are: Trust 
House Forte; Marriott Interna- 
tional; Servair, the Air France 
catering subsidiary; U5G, Luft- 
hansa’s catering arm; and a 
joint offer by Marriott Europe 
and ACCOT, the hotel fham 

Olympic will retain 34 per 
cent. Mr Nontas Solonnias, 
chairman of Olympic Catering, 
said: “The sale should go 
through in November, with the 
buyer taking over operations 
hrwnpdifltriy under a manage- 


ment contract until the official 
handover on January 1 199L” 

The buyer will »i«o have an 
option on running bars an d 
restaurants at Athens airport 

Olympic Catering’s debt is 
forecast to reach Drllbn (573m) 
by December. Operating losses 
this year are es tima ted at 
Dr3£bn on t ur n o v e r of DrSbn. 
“Productivity was three times 
lower than other European air- 
line caterers,” Mr Solonnias 
said. However, it has improved 
since 950 of the company’s 
2,050 staff were dismissed last 
month, and training pro- 
grammes started for the 
remainder. 

The company has assets of 
Dr22>bn. 


By Bernard Simon in Toronto 

AMERICAN Barrick, the 
Canadian gold producer has 
taken advantage of the rise in 
the bullion price to hedge 
more than a ftall year’s output • 
from its six mines at an aver- 
age price of over US$400/oz- 

Mr Greg Wilkins, chief 
financial officer, said yester- 
day Barrick had more than 
3.4m oz hedged through gold 
loans, forward sales, options 
and, for the first time, spot 
deferred contracts. 

The spot deferred deals are 
essentially forward sales, but 
allow the *n"*rwwy on matu- 
rity either to deliver physical 
wntori«i iff roll contract 
forward. Of the total, about 
860,000oz has been hedged 


dm* the sta rt at the Gulf cri- 
sis, at an average price of 

US5408/OZ, well above market 
levels. The latest contracts 
would enable Bank*, if neces- 
sary, to sell its entire output 
until the third quarter of 1993 
at an average price of about 
CS5425/OZ. 

The company’s six mines 
produced 438,000oz in the first 
nine months of 1990, and out- 
put for the year as a whole is 
expected to exceed the earlier 
target of 565J)00 oz. 

Barrick told analysts output 
at its Goldstrike mine in Nev- 
ada 

was estimated at 330,000 oz 
this year, and was expected to 
almost triple within two years. 


European 

financing 

By NBdd Talt in Now York 

THE 5l.03bn deal by Ball 
Corporation, the Indiana-based 
packaging and aerospace prod- 
ucts group, to buy Continental 
Can’s European packaging 
interests has fallen through 
because of financing problems. 

The two companies said: 
“Due in major part to the 
recent turmoil in world finan- 
cial markets a nd in particular 
in the US banking co mmunity . 
Ball has not yet arranged fin- 
ancing and the certainty of 
closing the transaction on the 
agreed-upon terms and time- 
frame has become compro- 
mised.” Asked if this meant 
the deal was dead, Ball said 
that was “probably a fair con- 
clusion”. 

Ball’s failure to secure bank 
funding underlines the difficul- 
ties faced by US companies 
attempting to make acquisi- 
tions. The takeover business 
came to a virtual halt during 
the l atte r half of 1990. 

Under the CCE deal. Ball 
was aiming to pay 5825m in 
cash and around 5400m in 
paper. The paper portion would 
have given Peter Kiewit, the 
private company which owns 
CCE, a 29 per cent voting stake 
in Ball When the deal was 
announced in late July, Ball 
said Its gearing would rise to 
around 60 per cent as a result 
of the transaction. 
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INTERNATIONAL CAPITAL MARKETS 


SWEDISH BONDS 


US MONEY AND CREDIT 
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Investors in a storm before the calm Budget deal sets stage for Fed easing 


SWEDEN’S bond market, 
which has bad a turbulent 
month with r umo urs of a krona 
devaluation and two sharp 
interest rises, was preparing 
itself for further upheaval 
on Friday in anticipation of 
the Social Democratic 
government's austerity pack- 
age. 

When the measures were 
announced after trading closed, 
the reaction was generally neg- 
ative. with predictions that 
market interest rates are likely 
to rise. Traders were disap- 
pointed that government spend- 
ing cuts of SErl5bn were less 
than the SKr25bn they were 
expecting, and that the govern- 
ment Galled to link the krona to 
the EMS or provide a specific 
timetable for a Swedish applica- 
tion to join the EC. 

Mr Jan Carlsson, head of 
money market and foreign 
exchange trading for Svenska 
Handelsbanken, said the coun- 
try could ‘’expect another inter- 
est rate shock before the end of 
the year” following the Central 

UK GILTS 


Bank's decision this month to 
force short-term market inter- 
est rates up by 5 percentage 
points to 17 per cent 

The high interest rate level is 
likely to continue until the Sep- 
tember 1991 elections unless 
early elections are called. The 
recent increases were aimed at 
preventing a run on the krona 
based on speculation about a 
devaluation. Traders believe 
the government’s package has 
failed to dispel fears about a 
devaluation, although the gov- 
ernment has publicly ruled out 
such a course of action. 

Rates on six-month Swedish 
treasury bills began dimbing in 
mid-October on speculation 
about a devaluation. They were 
bolstered by the Central Bank’s 
intervention in the money mar- 
ket, jumping from 13.51 per 
cent with an effective yield of 
1&96 on October 10 to a rate of 
16.80 per cent with a yield of 
17.50 on October 18. 

But rates then began to fall 
as the market took into account 
the government's promises 


about a tough austerity pack- 
age and the Central Bank's suc- 
cess in attracting currency 
inflows after a record outflow 
for the week ending October VL 

The rate for six-month Trea- 
sury bills stood at 15.32 with a 
yield of 15.90 on Friday, after a 
decline of 28 basis points over 
the past week. But traders now 
expect the rate could rise by op 
to 80 basis points today as the 
market expresses its initial dis- 
appointment with the proposed 
economic measures. 

Yields for the benchmark 
five-year government bonds 
rose sharply and fell through- 
out October, starting the month 
at 13.74 and ending an Friday at 
13.71 after hitting a peak of 
14J0 on October 17. Bond prices 
started the month at SKr92.46 
and finished on Friday at 
SKr92.70 after f allin g to 
Skrf)1.42. 

The yield decline reflects 
heavy trading in recent days in 
the five-year government bonds 
as investors fled housing bonds, 
which form the biggest segment 


of the Swedish bond market 
and are considered less secure 
than government paper. Trad- 
ers expect yields on long-term 
bonds to start rising again, fol- 
lowing a gradual increase on 
government bonds since June 
when the yield stood at 13 per 
cent. 

But given the volatility of the 
political and economic situa- 
tion. an d the opportunities this 
offers for interest arbitrage 
between Swedish and foreign 
rates, attention will mainly 
focus on the six-month treasury 
bills. 

But some analysts believe 
that those investing in longer- 
term bonds should bear in mind 
that more settled economic con- 
ditions could appear at the end 
of 1991, due to an expected fall 
in the inflati on rate, which has 
been bolstered by sharp rises in 
indirect taxation as part of Swe- 
den’s tax reform programme, 
and bringing in its wake lower 
interest rates. 

John Burton 


A glimmer of sunshine amid all the gloom 


ECONOMIC OPTIMISTS could 
focus on some bright spots in 
this gloomy hiatus between 
entry to the exchange rate 
mechanism and next month’s 
Aut umn Statement 

Last week’s best moment 
came with the joyful release of 
the September trade figures, 
which propped up the gilts 
market by a point for the rest 
of the week. The Treasury 11% 
per cent benchmark stock 
maturing in 2003/07 closed at 
101H on Friday to yield 11.44 
per cent, also faking encour- 
agement of better times ahead 
from the easing oil price . 

A rosy look at the UK's infla- 
tion performance by Greenwell 
Montagu's gilt-edged econom- 
ics faflm had little impact but 
considerable implications for 
the gilts market The team did 
not see much to shout about in 
the short term, as the October 
inflation rate could rise to a 
dismaying 11 per cent It was 
in the UK's prospects that 
Greenwell saw room for hope, 
with inflation falling to 5 per 
cent by the end of 1991. 

The London Business 
School's latest forecast, out 
today, offers similar hope. It 
estimates the September 10.9 
per cent rate was the peak; and 


producer prices are easing 
down because weak demand is 
exerting greater pressure than 
labour costs. 

If both these forecasts prove 
accurate, this would give a 
great fillip to gilt prices. Yields 
would sink towards those on 
French and German govern- 
ment bonds as the inflation dif- 
ferential between the UK and 
the European average nar- 
rowed to about one percentage 
point or less. 

Holders of UK bonds could 
sell at a profit as falling domes- 
tic inflation leads to lower 
yields, giving bonds’ coupons 
higher real values. 

From here on, the bright 
spots get dimmer, as much 
lower infla tion is still over a 
year away. News about the 
current spending round is 
bleak, with markets expecting 
confirmation in the Autumn 
Statement of a £7bn overspend, 
absolute falls in output in the 
second half of the year, and a 
return to budget balance 
instead of predicted debt repay- 
ment of £6.9bn. 

All this brings the prospect 
of fresh stock depressing gilt 
prices nearer. So today's final 
money supply figures for Sep- 
tember are likely to hold a 
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mixed message, even for the 
optimists. The figures for M4 
- broad money - growth are 
expected to show the Bank of 
England sold £250m worth of 
stock last month, showing its 
canny preference for selling 
into a rising market or buying 
from a weakening one. 

It is also thought to have 
sold the same amount of stock 
when Britain joined the ERM. 
and surging demand for gilts 
caused market-makers to call 
on the Bank to supply. So Gar 
the Bank is thought to have 
sold only £500m altogether. 


expanding the gilts market by 
just 0.5 per cent 

Given the market's rapid 
shrinkage since the govern- 
ment started running a budget 
surplus, thi* sounds like s mall 
beer, as the new stock was rap- 
idly absorbed and the market 
held up well. But the rapid 
reversal of the Bank’s position 
- In 1989, the Bank was a still 
buyer of stock - could be a 
foretaste of possibly unpleas- 
ant news for gilts in the 
Autumn Statement. 

A return to funding could 
undermine the shaky equilib- 
rium built up since sterling 
was locked into the ERM and 
stem comments have issued 
from Mr John Major, the UK 
chancellor, that both ERM 
euphoria and gloom were over 
done. 

However, op timis m is still 
discernible in today’s LBS fore- 
cast of the fiscal and monetary 
framework. Recession and 
inflation advance the return to 
budget balance by one year. 
that is true. But there is still a 
£2.4bn surplus this and, ou the 
full-funding rule, that means 
no net gilt sales in the next 
four years. 


THE stage could be set for the 
Federal Reserve to engineer a 
cut in short-term interest rates. 

Politically, the passage by 
Congress of the budget com- 
promise. and President Bush's 
assurances that he will sign it 
into law. may allow Mr Alan 
Greenspan, the Fed chairman, 
to ease. Economically, some 
statistics due out this week 
could give the Fed an opening 
to ease, provided the}' under- 
line the dangers of the US slip- 
ping into recession. 

Third-quarter GNP figures, 
due tomorrow, are unlikely to 
be the trigger, since analysts 
expect them to present a 
healthier view of the economy 
than in the second quarter, 
with growth increasing from 
0.4 per cent to around 1 per 
cent. 

However, much of that 
growth may stem from inven- 
tor}- accumulation - particu- 
larly of motor vehicles - and 
statistical technicalities are 
likely to reduce the infla tion 
rate used as a GNP deflator. 
Furthermore, growth may 
prove to have been 
strong early in the quarter, 
only to slow in 
September. 

The October employment 
report, due out on Friday, will 
provide the first real glimpse of 
the economy's performance in 
the current quarter - analysts 
expect a slow-down to really 
bite. 

When it does decides to 
move, however, the Fed's 
action is hardly going to be 
dramatic - probably shaving 
25 basis points off the Fed 
funds rate, to 7.75 per cent The 
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market is already anticipating 
this. The Fed’s room for man- 
oeuvre remains severely lim- 
ited, with strong inflationary 
forces still in the system, the 
dangers of recession still far 
from clear, and the dollar 
already so weak. 

Mr Greenspan said some 
weeks ago the Fed would, in 
setting policy, be looking at 
how the markets reacted to the 
budget But the market's ini- 
tial response is likely to be 
muted. As Mr Robert Brusca of 
Nikko Securities puts it: The 
market reaction is telling the 
Fed to go take a nap.” 

This week the market will 
also have to take on board the 
Treasury’s large November 
refunding. Details will be 
announced on Wednesday. 
Treasury officials acknowledge 
that the government will be 
raising more than August’s 
$32 -25b n. and analysts are 
expecting a package of $33bn. 

This flood of paper, and lack 
of foreign enthusiasm for it. 


may further steepen the yield 
curve, with buyers also made 
edgy at the longer end by 
buoyant GNP figures, the 
possibility of a further 
decline in the dollar, and the 
yo-yoing price - of oil in 
response to every rumour out 
of the Gulf. 

The yield curve steepened 
last week by five basis points 
from the 10- to two-year matu- 
rities, with the 30- to 10-year 


spread unchanged, and ’ 
strength at the short end was 
underlined on Friday when a 
delayed suction of one-year 
bills attracted a 4-05-tM- Md to 
cover ratio add an average dis- 
count rate of 7.01 parent; the - 
ta west in nearly 214 years. . 

The short cod of the govern- ■ 
ment market may also be bene- 
fiting from a flight to quality, 
with yield spreads relative to . 
Treasuries widening in the cor- 
porate market amid concerns - : 
about credit qua&y. 

This was underlined last 
week when Citicorp had to 
raise the dividend rate oh a 
tranche of auction rate pre- 
ferred stock to m per cent to - 
ensure a successful auction. “ 
Confidence in the nation's targ- 
est bank Is so Impaired that, as 
the newsletter Grant’s Interest - 
Rate Observer said: "At the 
margin Its cost of capital la ; 
higher than that of any cus- 
tomer to which its credit 
department would comfortably 
want to lend. 11 ' -'?• ‘ ' 

Martin Dickson 
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FT/AIBD INTERNATIONAL BOND 


Involved in 
European M&A? 


AMDATA 
HAS THE 
ANSWERS 

In the fast-changing European M&A scene, the 
importance of up-to-date, accurate and easily accessible 
research material is becoming more vital by the day. 

The quality and precision of research required by 
professionals in this area has been provided for many 
years by AMDATA, an established database produced by 
Acquisitions Monthly - the ‘bible’ of the M&A world 
- driven by unique software designed by Computasoft. 
AMDATA is sourced from our exclusive European 
network which records even small domestic deals and 
stake purchases in each country. 

Already found invaluable by the financial community 
including international banks, accountancy firms and 
management consultants, AMDATA is the acknowledged 
leading M&A acquisition database. 

If you would like a demonstration or free trial of this 
unparalleled service, please contact either address below. 

AMDATA 





A joint venture between Acquisitions Monthly and Computasoft 

Gillian Middleton, Acquisitions Monthly, Lonsdale House, 7/9 Lonsdale Gardens, 
Tunbridge Wells. Kent TNI 1NU. Tel: (0892) 515454 Fax: (0892) 511547 

Sue Lait, Computasoft, [ 50 Strand, London WC2R 1 JP, Tel: (071 J 379 5650 Fax: (071 ) 379 7505 


THE H NANCE COMPANY OF 

SOUTH AUSTRALIA LIMITED 

- US$700,000,000 Roatfng Rate Notes 1989^94 

; Guaranteed by Beneficial Finance Corporation Limited 

Holders of Roaring Rata Notes of the above Issue are hereby notified 
that for the third interest period from October 29, 1990 to 
'April 29, 1991, (with 182 days), the following information b relevant. 


1. Applicable 

Interest rets 

2. Interest payable 

> 3. Third Interest 

• payment date 

October 26, 1990 

Bank of America International SA 

Luxembourg 

Principal Paying Agent 


8%% per annum 

US$ 1 0 , 585.07 

per US$280,000 nominal 

' April 29, 1991 


BA ASIA LIMITED 
Hong Kong 
Reference Agent 



NOTICE TO HOLDERS OF 
AS Issues in respect of which 
TOYO TRUST COMPANY OF NEW YORK 

kartvrarrrti^fiMl^CrtMiiR, 
or Ut owy «tker HmUa r e m p me il y 

NuimlS HKKfc eif GIVEN rial wife effect fi nes noamb er 3. 1990 ihcprinrapel 
office cfToyoTaw Company of New York will be a follows: 

anPrakArart* 

39th Floor - Wert BotkOns 
New York, Now York 16017 USA. 

TetC212)57M8M Fu: (212) 573-8686 Tofau 229956 TTCO UR 
TOYO TRUST COMPANY OF NEW YORK 
Ds Ml: October 29, 1990 
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INTERNATIONAL CAPITAL MARKETS 


INTERNATIONAL BONDS 

Swiss safe haven 
dictum holds true 


LN times of turmoil, 
Switzerland has always been 
something of- a safe haven, in 
the shadow of the Gulf crisis 
the dictum appears to hold 
true. The Swiss bond market is 
open for business — but only 
at a price. 

Last week borrowers raised 
SPr835m in the market and 
SFrlbn the week before, equiv- 
alent to the levels of a year 
ago. Yet issuance is dominated 
by Japanese Industrial compa- 
nies, offering access to the 
Tokyo stock market through 
either convertible bonds or 
equity warrants. 

Moreover, the oast of funds 
has soared over the past 18 
months, leading some analysts 
to question the quality of busi- 
ness coming to toe market 

Convertible Swiss franc bond 
issues now carry a coupon of 
around 6% per cent, with a 
yield-to-put of 9 per cent or 
more - about 150 to 200 basis 
points above interbank borrow- 
ing rates. 

At the beginning of 1989, typ- 
ical coupons were around ft 
per cent, with a yield-to-put of 
around 4 per cent 

When the market was 
reopened in July following a 
three-month hiatus, coupons 
stood at around 4 per cent, 
with a yield-to-put of 6 per 
cent Thus, although the cost 
of borrowing has been increas- 
ing for some time, new levels 
have been set since Iraq’s inva- 
sion of Kuwait 

But faced by a sharp tighten- 
ing of hank, lending at home, 
Japanese companies are turn- 
ing to the Swiss market to 

finanrp wpaTwrinn 

Smnllw mmpgwtwi mahto to 

tap other sources can still, at a 
price, raise funds in Switzer- 
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land. One reason for this rela- 
tive buoyancy is that Japanese 
equity-linked paper has been 
issued into the Stoss franc sec- 
tor Cor a decade. Swiss franc 
investors have a long experi- 
ence of c on ver ti ble and war- 
rant bonds. 

For non-Japanese borrowers, 
the outlook is rather bleaker. 
The conservative Swiss inves- 
tors have been stung by experi- 
ence with issues from compa- 
nies including RJR Nabisco, 
Bond Corporation, and Wang. 
Event risk and leverage are 
alien to the market 

The biggest, triple-A corpo: 
rate borrowers are still accept- 
able, but Issues from 'second- 
tier' borrowers trade at a sub- 
stantial discount to face value. 

Some mmpaniea have turned 
this to their advantage. Moun- 
tteigh. the UK property group, 
recently bought in SFrllSm of 
turn i9c via a tpnifa- offer. The 
paper was trading between 40 
per emit and 70 per cent of 
redemption value. However, 
these prices imply yields of 
mare than 30 per cent - a pro- 
hibitive barrier to entry for 
any new issuers with anything 
less than an impeccable rating. 

PoUy Peck is the biggest UK 
corporate borrower in the 
Swiss franc mar ket, but other 
companies with outstanding 
issues include British Land, 
Bnt wp igp fWT [ MbxwgH Com- 
munications and Standard 
Chartered. 

Polly Peck's decision to call 
in the administrators with 
SFr650m of bonds n n te famriing 
is a further blow to confidence. 
The bondholders are, In theory, 
covered by highly protective 
bond documentation, iwrfwfHng 
covenants which allow for 
early redemption in the event 
of any other default by the 
issuer on any other obliga- 
tions. 

However, in a corporate col- 
lapse of the speed of PoUy 
Peck, such protection proved 
illusory. On Thursday, War- 
burg SodtHc acted unilaterally 
to protect the bondholders by 
invoking the early redemption 
rlansp. But, alas, it was too 
late. The investors will now 
have to take their place in the 
queue alongside other senior 
unsecured creditors. Negotia- 
tions with the administrators 
are likely to be long and pain- 
ful. 

• Simon London 


INTERNATIONAL LENDING 


The syndicated loan boot shifts to the other foot 


THE LAST time the syndicated 
loans market experienced the 
kind of turbulence it is exper- 
iencing now was in ib«l 

Then, the announcement by 
Mexico that ft could not pay its 
forei gn debts triggered a wide- 
spread retreat from sovereign 
lending by banks. TmUmrimi . 
nate lending to gnv p mments in 
Latin America and elsewhere 
was followed by an equally 
indiscriminate pullback from 
such lending. 

To find a parallel in the 
retreat from corporate lending, 
bankers with long enough 
memories go back to 1974, fol- 
lowing the collapse of Bank 
Herstatt and the quadrupling 
of oil prices. At that time, the 
syndicated loan market was 
relatively underdeveloped and 
most companies carried bilat- 
eral and private credit lines 
with Individual banks 

The turbulence in the mar- 
ket in recent weeks is evidence 
of a shift in the balance of 
power between c o rp o ra te bor- 
rowers and their bank lenders. 
After years in which corporate 
treasurers and finance direc- 
tors COUld almost Hrafarto formo 
to their bankers, the boot now 
seems to be on the other foot. 

This sounds like good news 


for bankers, since it means the 
returns on their future lending 
will be higher. In fact, it is a 
silver paper lining on a storm 
cloud since banks must live 
with their recent folly. 

For the last eight years, 
international hawks have been 
piling into corporate lending 
In the scramble for business, 
they have pushed interest mar- 
gins down to levels where to 
lend money has been to lose it 
At the same time, they have 
tolerated among their corpo- 
rate customers higher levels of 
debt In this free-for-aZL the 
traditional relationships 
between banks and corporate 
customers have been loosened. 

It has taken a coincidence of 
factors, underlined by new 
international standards of 
bank capital adequacy, to 
change picture. Banks 
have known about these new 
rules, which come into effect in 
1992, for some time. Many are 
rather belatedly becoming con- 
cerned that they might not 
reach tho minimum 8 per cent 
ratio of capital to assets. 

Among them are the Japa- 
nese banks, who are responsi- 
ble, it is estimated, for naif of 
all new international bank 
lending in the late 1980s. With 


their capital being eaten away 
by the collapse in the Japanese 
stock markets, they have 
sharply curtailed their interna- 
tional lending. So have, for 
their own reasons, the Ameri- 
can, Arab and German ban k g 

'Unis follows the build-up of 
debt in companies, especially 
those in the US. UK, Australia 
and Canada, to unprecedented 
levels. Their vulnerability to 
banks’ new-found caution awH 
the prospect of recession in the 
US and UK is correspondingly 
high and underlined by some 
of the half a dozen corporate 
failures seen so Ear this year in 
the UK (Ironically, German 
and Japanese companies gener- 
ally tolerate higher levels of 
debt than their Anglo-Saxon 
counterparts, but appear to be 
better cushioned by the close- 
ness of their relationships with 
their main hanks.) 

If this results in a credit 
squeeze, it may be coming ear- 
lier in the current recession 
than in previous ones. This is 
not only a function of the 
unusually high levels of corpo- 
rate debt Because of the Basle 
accords, banks cannot afford to 
let their capital take the strain 
of losses on their corporate 
loans. Because they cannot 


raise equity, they have to try 
to move earlier to avoid losses. 

Furthermore, sales by some 
banks * particularly Arab and 
US institutions - of loan port- 
folios this year at a rfjanmiw* of 
face value creates a secondary 
mar ket for bank loans. This 
secondary market may be 
sending a message: there is 
presumably little incentive for 
banks to pick up new assets at 
yields below those prevailing 
in the secondary market 

The uncertainty in the syndi- 
cated loans market was under- 
lined last week by the row 
between PowerGen and 
National Power, the two UK 
generating companies to be pri- 
vatised in February. The two 
companies do not have a 
choice about going to market, 
since the UK government has 
determined that working capi- 
tal facilities must be in place at 
the time of privatisation. 

Both expected to pay signifi- 
cantly more to hanks than the 
electricity distribution compa- 
nies which preceded them to 
market What divides them is 
how much more. 

To the surprise of National 
Power, which believed it had 
an agreement with PowerGen 
that they approach the hank 


market together, PowerGen 
moved early to seek underwrit- 
ers on its £Ibn five-year credit 
through Samuel Montagu and 
SG Warburg. It was seeking 
hanks at a commitment foe of 
12ft basis points, rising to 15 
after two years, and an interest 
margin of 25 basis points. 

Although underwriters had 
been found for half the credit 
by the end of last week, there 
were concerns that the pricing 
was too fine and sufficient 
underwriters could not be 
found. However, after Manu- 
facturers Hanover and Bar- 
clays launched their £1.5bn 
credit for National Power, a 
repricing of the PowerGen deal 
became no longer a debate but 
a certainty. 

National Power will pay a 
commitment fee of 18.75 basis 
points for two years, and 30 
basis points for the remaining 
three, and an interest margin 
of 37ft basis points, rising to 
40. Underwriting fees of 7ft 
basis points are also payable. 
PowerGen was immediately 
forced to reprice to 18.75 basis 
points as a commitment fee 
and a 37ft basis points interest 

marg in 

National Power says its 
intelligence and that of its 


advisers, Laxards, suggested 
that PowerGen would not have . 
been underwritten at the pro - , 
posed price. That has been., 
underlined, it suggests, by the : 
fact that four banks have : 
already declined to join the , . 
deal as underwriters. For its 
part, PowerGen appears to ! 
believe its pitch was queered 
by its rival which, by paying 
too much, has spoiled the syn- 
dicated loans market for other . 
corporate borrowers. 

In other deals Ratners, the 
UK jeweller, added its name to ; 
the spate of companies forced ~ 
to reprice financings. The com- 
mitment fee on its $300m three- 
year credit, led by Chase and 
Barclays, was raised to ft point y 
from ft, and the interest mar- 1 [ 
gin boosted by 12 ft basis * 
points to 37ft. If the loan is . 
more than half drawn, the mar- 
gin will be 47ft Ywsis points . 
instead of 37ft. 

Showing that not only UK " 
companies are suffering, the ^ 
previous week’s repricing of a . J _ 
£750m financing for Elf, the * 
French state oil concern, led by' 
Citicorp and J. P. Morgan, did ~ 
not appear to provide any- . 
guarantee of success. 


Stephen Fidler.. 


NEW INTERNATIONAL BOND ISSUES 


Borrowers 
US DOLLARS 


Amount 

m. 


Maturity 


Av. life 
years 


Coupon 


Price 


Book runner 


Offer yield 
ft 


Tonaml Transportation* 
InsLD'Credito OndaJQ)t4 
Japan Davtfik# 

Sumitomo Cftem.BV(o)t+ 

AUSTRALIAN DOLLARS 

100 

480 

200 

20 

1994 

1997 

1997 

1994 

4 

7 

7 

4 

(5*) 

ft 

(o) 

100 

100 

100 

100.10 

Kankaku (Europe) 
Goldman Sachs 

JP Morgan Secs. 
Sumitomo TsLInt 

9.250 

Elsam+ 

50 

2000 

10 

&2 

64 

Mitsui Taira Kobe 

12.775 

Nordbankenft 

40 

2000 

10 

79 

73 

ITCB InL 

12545 

STERLING 

Barclays Bk pJc+ 

250 

1997 

7 

12* 

101* 

BZWSecs. 

12500 

D-MARKS 

World Bank# 

750 

2000 

10 

9 

101* 

Deutsche Bk 

8.789 

BB+ 

400 

1997 


9 

101* 

Deutsche Bk 

8.778 


SWISS FRANCS 


K’gane Koraku*ho{e)**§4 60 1994 

Toftoku Electric Power# 200 1997 

HotaJfltuu lnd.(e)*** 50 1995 

Ricoh Berne* Corp<f)**S 45 1995 

Hfippon Mic(g)**f 30 199S 

Sokkisha Co.(c)**«+ 60 1995 

ChJnon lnd.(d)***f 40 1994 

ALEast FmJapart* >00 2000 

Fuji Sefto(h)*** 35 1995 

Ja!eco{i)**§ 30 1995 

Ando Carp*** 30 1995 

Air France(m)+ 100 2000 

Yamada Denkf Co.(l)**§ 35 1995 

Nippon TocM-Tatemono**+ 20 1997 

ECUs 


6 

7^2 

5*2 

6 

a 

a 

5lz 

6 * 

8 

7% 

6*8 

8 


100 

101 

100 

100 

100 

100 

100 

10712 

100 

100 

100 

101 % 

100 

100 % 


Bank Leu 

UBS 

BSi 

Wirtschafts & Privalbk 
Swiss Vofksbank 
BSI 

Bank Leu 

BquaAar&as Suisse 
HanddsBank Natwest 
Nomura Bk (Switz) 
Dai-icM Kangyo 8k 

UBS 

Nomura Bk (Switz) 
DaHctii Kangyo Bk 


6500 

7.312 

5500 

5.990 

0.114 

5525 

5500 

7.036 

5500 

6.114 

8500 

7589 

6.114 

7.904 


Borrowers 

LIRE 

Amount 

m. 

Maturity 

Av. life 
years 

Coupon 

Price 

Book runner 

Offer yield 
ft . 

Euro. Coal & Steel Comm.# 

GUILDERS 

22Sbn 

1995 

6 

12 

101.70 

Cariplo 

11.534 

NV Nederlandse Gasunie^ 

YEN 

125 

1995 

5 

9 

100*1 

SBCi NV 

8508 

Mitsui Real Estate# 

7bn 

1995 

5 

8* 

101* 

Nomura Int 

7.688 

Mitsui Real Estatefb)# 

5bn 

1995 

5 

8 

101* 

Nomura Int 

7.773 

Gan. Elec. Cap.Corp# 

30bn 

1992 

2 

8 

101525 

ibj hit 

7.430 

Credit Local da France# 

25txi 

1992 

2 

8 

101* 

Nikko Secs. (Europe) 

7575 

Onoda Cement Co.4 

lObn 

1996 

6 

7% 

101* 

Dahwa Europe 

7555 

LUXEMBOURG FRANCS 

Genflnance (Lux.) SA**4 

an 

1997 

7 

9*1 

101*4 

BGL 

9598 

Banque Wonns**^ 

400 

1998 

6 

9* 

102 

BGL 

9.424 . 

ABN Canada*** 

650 

1997 

7 

9*4 

10155 

BL 

9.438- 

Tractate! Inv.lnt**# 

Ibn 

1995 

5 

9*4 

101.95 

BGL 

9545 

Kredteteorp SA**# 

500 

1997 

7 

9*4 

102.10 

Kredietbank SJV 

9.328 ' 

BBV InLFin Ud**4 

750 

1996 

5* 

9% 

10155 

Credit European 

9.394 ‘ 

Fm. Danish Ind.lnL**^ 

Ibn 

1993 

3 

10 

10155 

Kredietbank SA 

9527 ' 

Bque.lnd 06 uez (Paris)** ♦ 

300 

1998 

6 

9*4 

10155 

Banque Indosuez (Lux.) 

9511 

CPI SA**# 

300 

1996 

5* 

9* 

102 

Banque Paribas (Lux.) 

9557 . 

CBR Hn.SA (Lux.)**^ 

FINNISH MARKXA 

600 

1997 

7 

9*4 

101* 

BGL 

9573 . 


Oko Mortgage Bk(n)+ 


Cn> 


1994 


3% 


13% 


(n) Uniban k/Okobank 


teweimer{k)t+ 


100 


1905 


W 


100 CSFB 


** Prtreto placement tConwertM*. «WMi aqutay mm. tBonttng ruM noca. 4Vartebta rate note. +Rnte Minna, a) Pul opHon syiV02 107% 
to yield 9.1M%. Convorteon premium tad at 26%. b) cooon payatea semiannually. Non-ctetebla. e) Eany redampSon 1/11/33 KB% 
daeraateog > 2 % aamtannually. Emretaa premium tad at Z5%. d) Envdoe premium tad M 2613%. Kon-caRabto. a) CalWMa 16/11/93 102% 
dadMnfl %% aaml-annuidly. I) Put option 30/9/93 109%% to ytakt 9.053%. fl) Pul option 31/3/90 al 108%% to yiald 0237%. If] Early ladampOa n 
20/S/B3 101%% decreasing ay %% annul annually. 6 Pul option 31/3/93 KIB%% to ytokl 827%. D Coupon pna GDp over Ermontti Ltoor. 
Non-caUatte. k) In form at flductery Issue by Kroc fl M bm fc &A (Lux.) representing undhikiad Intorssto In a loon made to Isvabnor. Coupon pays 
ISbp war 6-month Ubor. Non-calabta. 0 Put option 31/3/93 M»%% to ytaid 9 J 71 %_ m) CaUabta after 8 yearn 101%% declining by %«t 
■muaBy. n) Tap tosus. Amouit: maxlmun al FInnMi Markka SOthnn. Isauo price: variable ^spend in g an mortal condMona. Non-caUtata. o) 
Coupon pays 30bp over frnioiilfi Ltoor. Non-caMabte. Note: Yields ctecitatod on ABO bates. 
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Export Development Corporation 

Lit. 150,000,000,000 
12 3 /4 per cent. Notes due 1993 


Issue Price 101.25 per cent. 


Istituto Bancaiio San Paolo di Torino 


Banca d'America e d'ltalia 

Deutsche Bank Group 

Banco di Roma 

Paribas Capital Markets Group 


Banca Comxnerdale Italiana 
Credit Suisse First Boston limited 
UBS Phillips & Drew Securities Limited 


Banca Euromobitiare 
Banco di Napoli 


Banca Nazionale del Lavoro 
Credito Italiano 


Italian International Bank pic 


Banco Bilbao Vizcaya, S. A. 

Banque Bruxelles Lambert S. A. 
BMO, Nesbitt Thomson Limited 
Compagnie Monegasgue de Banque 
Credit Commercial de France 
Fuji Intern a tional Finance limited 
IM1 Bank (Lux) S.A. 

Monte dei Paschi di Siena 
Morgan Stanley International 
Swiss Bank Corporation 

Investment Ranking 

Westdeutsche Landesbank 
Girozentrale 


Bankers Trust International Limited 
Banque Generale du Luxembourg S. A. 
BNP Capital Markets Limited 
Credit Agricole 
Dresdner Bank 

AkSengcsdlsduft 

Generale Bank 
Kredietbank International Group 
JP Morgan Securities Limited 
Nomura International 
Swiss Cantobank Securities Limited 
Yamaichi International (Europe) Limited 


SNSP40ID 


This announcement appears as a matter of record only. 


= New issue 


20th June, 1990 


Canadian $125,000,000 


Bell Canada 


12%% Debentures, Series EE, Due 2000 


Issue Price 101.30% 


UBS Phillips & Drew Securities Limited 


Credit Lyonnais 
Generale Bank 
= Merrill Lynch International Limited 

P KBC Dominion Securities International 

ScotiaMcLeod Inc. 


Deutsche Bank Capital Markets Limited 


Hambros Bank Limited 


Nomura International 


Salomon Brothers International Limited 


Wood Gundy Inc. 
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TOKYO - Moat AcUwo Stocks 

Friday 28 October 1990 


Stuck. Cloakig Cbanga 3w*a OoMng Changs 

Tradad Pricaa on day Traded Prleaa cai day 

lauzu Motors 204ni B00 4-20 rTmanu Cnatm _ Bl» d 15B0 -So 

Add Corp 18m 086 +16 Fuji Kaavy 85m 880 +31 

MNaui SkpOMBno 11.1m 030 -S3 icaaktstaai- — asm 400 +8 

TakadaCMid 105m 1530 +80 Mppon Steal BJm 466 -10 

S98mo Maul Wm 800 -14 Toyota 64m 866 +87 


E§E± 






Hand - Delivery 
now available in 

WARSAW 

DAY A 

REST OF POLAND 

DAYS 

For subscription details and more 
information contact Nina Kowaleska 
in Warsaw 

Phone 48 - 22 - 489787 

or Andrew Taylor in Frankfort 
Phone 49 - 69 - 7598118 
Fax 49 - 69 - 722677 
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FT MANAGED FUNDS SERVICE 


For Current Unit Trust Prices on any telephone ring direct-0836 4 + five digit code 
(listed below). Calls charged at 44p per minute peak and 33p off peak. Inc VAT 
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443X 443.6 4661 

54 48 54.48* 5834 Lb* 
262X 2626 279.0 ‘ 

63.14 63 55 67 97 3X2)40413 
37.28 88 19 94 X 7 64 
76.26 78X6*82 99b OOl 
Framtlngton Unit Mngt LU 0200)H 


6 
.6 

H te Income - . 6 

Do*™... 6 

North Anwricro ..... 6 
IMtoSvOV .6 
Da Aeons.. . . V 

Terete Bb OS* M Xk 
Do Aram. . .... 2g 
avkcmmmwc-. 15 
stwreiSM'-] 

Halifax Standard Tst Mound LU 10629] F 
PO Box 600. EdlntugtEH151£VY 0900838868 
rkx . 5<a |2359 Z3 95 25^Q 12 - 
(Are 5*42359 23 95 2539 D. IX - 
H aw dwu Generali Fund Mgrs LU aOOOIF 
Admin. S totote Bd. Hirtlp*. Breotwood^ Ena 

- ^'“76903‘Kl 

1*6.2513 tetoin 

Hambras Unit Trust Managers LU dOOOJF 
Admto. 5 totem ftl Hnlioc, Brentwcc d, Eawx 

EAgrinet 0277 227300 Deal«?0Z77M(I39g 

- - - ' 4056 40 56* 43 035857 40626 

38 59 3839*40 738 67 (OfaZl 
90.91 90.91 9b 71 6 78 40622 
USD 115 0 12200 95 40623 

63 89 64 79*68.93^089 Mh« 
4658 46 50 49X2bx4 40625 
•*.44 98 44* 104 4032 40626 
52.75 52 75 55 97 E® 40627 
103 0 1030 109 jBxs «fcB 
2b 19 2619 27 86(363 40b3D 
32.70 33X0 35 .32 B 83 MOW 
Henderson Uatt Tst Mngmt LU U2MM 
PO Boi 2003 Brentwood. Ess CMU 1XT __ 
EagnlriB 0277 2Z7300 DrcTrog 0277 690370 

Fa*d»ltedrriai_5kr47m: 47 82 51 09 B73kwj» 

*ST Farafiy* Fiamt Sk 14838 4838 515C.79MM3S 

SoreUISIts .. -SkUMXl 1M51 18231 b.96ta6S 
Mexhm UnhS) . - SkBSOOg 250.09 26882 1 96 tafeg 
Income & bates - 5 k KX2S2 122X2 IKJfe^OHtafaU 
Brat of British Sk 139 59 39.59 42 40 H4bHtoiX> 

UteTniiiMltedl . 

tocraw&Gwth ..5k 07381 17301 185 94 6.17 40640 
(AcoraiUnte) — 5k P8939 389 J9 4185 6 17 «6C 

High lacomr 5kE22-79 22279ri?*0Ja 6 76 (0642 

EnralrowT*. ... 5kR05a 20522*21950 S OS ODbU 
Smaller Ctfa Drr .-5k 017 U U7 12*129 5b 7X3 «6M 
Pi* A. Gill .. Sklta.hb 36.66*4014 13.91*0645 
nmdhnerea . SV14659 *6 59**954 H-2W6CF 


lA m * Units] 5 

GUt Income 5 

lAttsm. UnHs) 5 

Go* . - J 

lAcaen UNO) S 

Hte Um ra i iOB-li^i 



KsassEiv* 



M6M 


(0453 Am* Eipjltr Inc 

«« iStflreamT.. _S; 


mghlmn* .5 

MIS(uaUPP . . -5 
JjpnGFwEja -.5 
Horih American _ .5 
Scandinavia* . .5 
Sraalte Cp rap pnton S 
OKNraGwraaUOi -5! 


7261010 


Uto» (total F. 
UKGrira«>F._ 

S'; 


P19-L3 

019.96 1X0.4 1273 |800l 
137 03 3860 41-30HM 
UL4 U92MH 
64Z1 b56Jt B9| 
12435 25MMr 

fem a3L7 

iKZUfa 18X3X 19392 1 B40MW 
41.95 43.70 46 J0B54 
7252 7550 80 006.54 
25 77 2SX0 2730)657 
88-2? 8830 93 40ife57| 


3X5 


4083: HUM Britannia Unit Tst Mgrs LU aOOWF 
U OdDMihrSgae London, EC?M 4YB071-6Z6 3434 
ail lire Prank Dealing -08(0010333 
fanr raraOan Dealing 0800 010733 
UK SprefatUTrtwti , 

46 29 45 29 4812|4X2 43«h. 


(mnui F 
Emerging MKl 
UKSoratorCoi 
Safety Flra. 
Global PEP . . 


-6| 


'4751 

Mira 


htooe ML141XX 062261 
3534 3638 38.70 4X7 
54 39 55 85 59 41 ! 09 
21 b* 22 JO 23 09 9 90 
*9 60 51 37 54 65 6 08 
36 65 37 90 40 32 1 51 
26 65 2734 29 08 206 
26 84 27 92 29.70 1191 
1660 17 36* 18 2* 9 34, 
1938 19.92*21 19 9 84 
2279 2330* 24 79D DO 
Providence Capital Fd Mgrs LU (1000IH 
2 Bartley Way. Hcmh. Ham RG27 9XA D256 768888 


?B St Andrew* Sq. Edtabsrgh 
Imi (rearer .. XklUM 

Inti Actum .... 3k f 

UK Central Act.. .5 

UKGrmeil Inc 5 

American — 5 

Erenpem Si 

Japwi .. . —5 

Trrinatoio 5 

Ethical Inc 6 

Ethical Accam - .. 6 
PwfwWKi Trartl 
ErapraMImtef^ 6k 

FarEMPraf 5k 

Iflgh toe Pvrf Are.. Sk 


4103 41X2 43 97 
35.93 36 10 3851 
28Q3 28 03*2985 
5260 5296 5649 
35 39 5539 58 70 
44 69 44.92 47 91 ] 
1889 19X1 20 54 1 
19 48 19 82 21 20 



■ Acc 3 


20J4 2034*21. bit 
2263 2269 24 (ME 


A*rt>8Ear*nre — 5k 

Actum (hills 5k 

HtoPtoOHUI 
5k' 

Tn 

UK Growth.. 

2 

Extra Ineomt Sk 

ah .3k 

GftmrthH. 5k 

aftm-59, 

UK Income 5k I 

SnreMktFnd) 
y Stop*-!).— 5k 


5156 51.56 54 78 42 048 
Sb 09 56X9 59 59 4 2 (0*89 
52 78 3278 35.42 134 40990 
57 12 37 12 61 44 1.19 409*1 
53.99 53.99 57 76 3.71 46173 
36*8 36 98 39 2914.41 1(0992 


(Ml. 5k 

AaarnUnta - 5k 

tot! Lahore 5k 

Prop erly g arra „ 5k 

70S 43 2113 223:4|Lb7|4BB4 AmrtanGmrft.^k 
□27.90 3325 355X 339 te» USSrerihrCOs... 5k 
S9X7 567 0 606.7 3-39 MB56 (Attorn UataJ - . 5k 

B2J14 8124 8593 5 49 «0B57 EnropePerf 5k 

ion 19301 2041 1 649 40B38 (Acorn Units) . 5k 
54-11 54X0 56.90 105 «B» Ewn Smite 0*.... Sk 
tua95 1114 116 7 1A5 (OBbO Frtnch Growth 

31.97 32X0 33X0 !5b 40861 AecnmUnlts 

3b 07 36.10 38X0 256 40861 HwgKagGQma ...Sk 

17.93 183 19.40 7 90 (0863 (nil Growth 5k 

57.78 5900 6250 7.90 totU law Port (0-17 - Sk 
41.65 41.70 44.40 165 408(8 Acttel Unta K3-1) . 5k 
7019 7030 74.90 1.65 408(6 Upon Snmlhr Cot- 5k 
55X7 56.QU 59.60 7.06 40Bh7 StalqnreASAH ._5k 

6954 6980 7430 70640BM AeennUita. 5k 

38X9 39 00 41X0 ) DO 40869 



51X1 13 M 
7053 7 591 

^H^NN24 42 9.061 
2X52 28-32*30 5* >19 
13.91 13.91*14 77 IMS 
219 0 219 0*2355 ■ 



3L40 31.40 33 36 
36-39 3639 3866 
33.97 33.97 36 43 
36.67 3567 38 25 
1515 15 J5 16 09 
469Z 4692*49X5 


.71 409*8 
72 (0999 
.16 (UOO 
16 4UU 

42 OiS2 
63 MUXS 


Japan Acc 

Uoanlre 

Kth American Acc . 

Nu American Inc. 

UK Equity Ace . 

UK Equity Inc 
read gratae Act 
WoridraMrlot. 

UK Hlft Ire Eg Are _. 5 
UKNiehlncEatoe 5 
Hong Kong Aa. . 5 
Haig Kan* lac . .5 
Sot* Entrain Ace. 5 
SobiEnniUtll*e...5 

Wraidt Band Ace .5 
Windr Band tor .. 5 
Emerging Aim Act. 5 
Emerging Antoine. .5 
UKItoaryMtACC - 2 
UK Mum UM Inc .2 

Thailand Acc 5 

Thailand Inc ... 5 

ftwghiEatbwtte 5 
EnntenEjnlrawrbi y 

Gold Trua Acc 5, 

Gold Trret Inc 


. 5 


113 1 113 1 12130 0 91 
1083 10B5 1163 3.91 
81 07 8107 86 78 0.00 
80 90 SO 90*8659 100 
48.73 48 75 51.91 131 

46 43 46 43 4944 131 
76 76 7b 76 8254 4 05 
68 20 68 20 733 4 4 OS 
89 68 89 68 9593 1 05 
8587 85 B7*91 85 L05 
68 94 6B.94 75 15 LW 
5807 58 07 6330 B. 69 
4291 4291 45 76 3.92 

39 61 39 61 4225 3.92 

33 66 33 66 3616 >42 
3336 3336 35X5 > 42 
5285 5285 55.76 1 D5 

47 08 47 08*4963 105 
70 8* 70.84 76.14 ) 00 

70 84 70 84 7b 14 ) OOl 

56 14 56 14 S7X9 13X90494 
51 16 51.16 52X0 13347*0 
41X6 41 86 44 82 1.53 
41 86 4L86 44 82 )53 

34 76 34 7b 37.3 Z 02 
34 7b 34 76 37 25 2 02 

40 15 4015 43 24 238 
40.15 40 15 43X4 238 
4035 4035 43 20 D 00 
4035 40 35 43X00X0 


3299 33 19 35.M 1.94 4M61 
31X2 3150 33X0 1.44 4130 
28 13 28 44 3034 b 02 IUS 
24X7 24 95 2b bl fa 02 (LSI 
24 05 24 07 25 75 Z B9 (771* 
2377 23 29 24.91 2X9 93774 
2139 2144 22 93 1.3b 0797 
20.98 21 02 2248 136 0773 
3240 3252 3* 780 67W333 

Scottish Lite Investments (1200)H 

19 Si Anfttw So, EdJetaunp 0J1 -725.7211 

UK EnK7«dn»r3]2M.6 231.9 24X 0)4.45 41334 
• 1283 128-5 1369b. 72 413)5 

299.7 199X 213 0(127 (13» 
297 X 3028 323 9 139 51337 
54.73 59 67 9* 54 H BoUl33S 


iftAK.. 5k 

UKBteaiptoe.Sk 
UK Global Acc .. .3k 
UK Global Inc. ...Sk 
W-wMi Tact Pert -5k 


Sottish Mutual Jnv Mngn LU (lOOUF 


l<n St Vhtcot SL Gtouow C25HN 


UKEathy 5k]210.6 2130 226 6150714109 


UKSmflrCreEqty .. 5k 
Haaged tocerar 5k 

UKGroratli Sk 

SrimhclkOMi . Sk 

UK Spec Sta 5k 

iPlM Sk 


MI-248 


EraereumaVtodlF. 9 
■w»to«idra>ritelF-5l 

■oust. 

<SUB 

(11N! 

(1159 

41150 
41157 
4UM 
41153 

41151 
niil 

Jgg 

iSSfSilcin.^ 

Itrf I nil Growth 3kl 

Sfig WWbtonVtewi.SkM 
41M Sottish Piuvldent Inv Mgt LU (lOOOJF 


1622 167.4 1781 4 85 (1340 
42X8 43.27* 46X0 165 47H2 
44.65 45 02*4X16 i 78 47»4 
43 48 44 10* 47 17 4 38 47193 
1 48 49 50.09* 5) 29 4 00 (1341 
5438 55 40*98 94 133 4130 
235 9 2415*257 0 Lbl 034) 
68.45 6967* 7412 171 41344 
4X8* 4936*5273 0 00 0345 
126.7 1281*1363 2-30 41340 
126 0 1283 1363 246 11347 
5839 59X5*63 04 3.74M134I 


6100 


m 


26.72 26.72* 2B5fa 233 
45X6 45X6 4872 ) 19 Qt04 

4635 4635 *9 24 119 4101D 

8762 07 2 94 u D 7 Pwidoit Mutual Unit Tst Mgn LU (OMOH 
17X7 17.97* 19X8 D.44 
45 75 45 75 49 07 132 

4636 4636 49.73 L12 
23.45 25 45 2720 Z67 
33 10 30.10* 15-16 P 5* 

‘ SI 28 33 27) 

30.46*3236 


PhtEVhi to . _ 
ISSS PM Incoae & Glh ... 5 
PM Wh Amer Gin ...5 
PMEeraneanGth 
PM Japan Gth 
PMOnmemGth. 


: 410171 
< 0018 
I 41019 


25-31 Moorgatr. Loretoo EC2R68A. 071- 
9503 95X3 101.9k 
82 28 8228 B733E 
44.92 44.92 47.78 E 


4223 4223 44 9201586 



nn>? 

0023 Prudential Hoi bom UnH Tsts Ltd I1630)H 
S-2 2 S 5! iife Sf* SS M-M Him. IKDfd. Ei&n Cl 2DL 0B1-47B3377 
ta 48 40 48 44X0086(41025 Private Dlim Dealing 0600010345 

tourmedtory Dealing 0800010567 


1057 105.7 1UJUX2MUQ 


54 00 54 00 58X5gj7j0te 


5k 139.78 3978 42-lOt 


paps 


£ KSi™*" *“*» ««-» atawuura teiKrState ib; 

ss^fc;a|s3|g-si]|«ps aassBSb-- ti 


alRau 


He I born High Inc . .. b 
Hoftom InU Grth . b 
He I boro Ml 5m Cn . bl 


MGM Unit Managers Ud <29001 H 


fi£? Morgan Grenfell Unit Tst Mgn Ud (lOOOIH ' & 

R 8 £ zoF^iMjto^iMipnEiaMltfT SSl 2 rpSiK.il 

t " : Gralh .5k 


Rd. Worthing 


215 6 2193*233 2, 


Ere: 0903 204*31 




331 4 337 0 : ^T7X0MtS 


2692*2863 .. 

5 313.6 333 6 4 71MMU 
06 4435 47 JX 120 
*7X2 47X2 49*1 ‘ 

21-78 23 96*25 46 

J45JB 45X9* 40X0 

Growth F. 6141.49 4182*44.48 
MaMan UnH Trart Managen LU a400)F 
15 St BotWph St, Loadn EC3A7EE (0172X6066 
. „7 Sl9| J5 9L15 94X7b 18M4659 


Cnropn _ — 


5k 


_ - ^ ^ . «74 W74 1021 1.70 IJ(W 

Enraaran Genh . ..5k 195.3 1«3 209 0 > 00 41P49 

toll Gwth 5k 1264 1264 LM.4 0.00 41050 

UKErwtty If* .... 5k 101.1 101-1* 1093 *82 (1Mb 

UK Eqnrty Acc Sk U13 1113*120.1 4.82 41047 

UK h* Tracker toe . 5 1002 IDOX 1073 437 41656 
UK knd Traeter Ace . 3 105 5 1»5 113.0 4.57 k*55 
USEqiraTrjctoWc.i 100 7 100 7*1 Db 9 ). 90 46650 
USEaMTacteCa.— 5 1033 1033*109 7 3 90 41657 

- 4T 5 5736 5756 61 03 ) DC 46971 

r 5k 6508 65 08**953 1.65 8UB9 

c. - 5k 84.42 8442 90 78 234 46922 
liana red ACC . 5k 84 99 84.99 91.40 234 469Z3 

Gash Inc.- — 0 1X207 10207 102.07 14X3 4«56 

each Acc 0 UE07 1B2D7 102.07 ’ 


Ralkera Pacrnt Mtqs fa 1 

Heitor. Premier tot 
KoTLom Sra Cm .. . 6l 
Hot boro Sore Sits 
UK Growth 


46M7 


EH77YA 031-558 

_ X9 17.52 18 75 SOS] 
15X0 IX. 01 17.14 5.05 
19.14 19 52 20 89 1.51 
18.49 18.84 20 17 131 
19 41 1935 2092 177 
1719 1731 1833 > 77 
18.72 18X9 20X2 4 45] 
16-99 17.14 1635 H. 45 141396 
Scottish Widows* Fluid Mngmt (0659IH 
PO Ban 902. EdMnrgl EH1X5BU 03 -66X3724 

■ • • 61957 9 357 9 38L7 136 

273.0 Z73.0 Z9U 436 
157 7 1X1 0 172-7 7.72 
129.5 .132.2 141 0 7.72 
195.7 1978 211 0 064 
1920 194.1 207 0 0X4 
1073 1073 114.4 L17 
1028 102.8 109X 1.17. 
ZOOS 2000 2J«X -kim 

133.4 133.4 I42J123kun 
127 1 127.1 13 SX L23M373 
7738 79.70 85 00 530*7799 

74.04 76X6 81 33050 (4779B 

Scrlmgeoor Vickm U.T. Mgmt LU Q0M7F 
Artoihr 5 tofeMU. Hntun, BreKwood, Esse* 

U 7 rs 5 ^aig 2 

Sharp (Albert EJ & Co O130)F 


6StAtecwSa.Edta6nra6E 
Emmy Growttt Acc .. 6 1172 
EonKy Growth Ire. . .6 


Inti Growth Ine —.7.6 
G total Income Acc _ 6 
Global tocaroc toe. _ 6 
■torts Lrmhri Are _ 6 
Martel Leaden toe . 6 


Equity Act 

EquHrtoc 6 

Higfe roc Acc ...... 6 

Hlgblnc - .6 

Europe Acc --6 

En rope Inc 

MthArorr Acc X 

NU Amer Me „ . 

Pacific Ace _..6 

G total Acc -X 

Global Inc . ... 6 

UK Spec Site Att. -.6 
UK Spec Sits toe ..._6 


2327 

•UM 

*1350 

41351 

41352 

41353 

41354 
11355 


41363 

C3bi 

41365 

41366 
41)67 
41366 
(1364 
4130 


12 ItertaM Street BhrUoghaa B33LR 


PLC C1200HI 

Dealt 


s 5 SSfl)?te!^';Sk 7 iS.o u¥SdSroe 
S 5 &£Z*s:sZ mbl2Bb ^ 


lb 


>00 


261010 




40142 

40143 
(0H4 
40)45 


QIC 


Do Accran r 
aiOraturharor 
OoAccnmr- . 

CU QrMI i tr Inti t 

Do Accam 1 6 

CU DU her Sure Sta I 6 

!>., trnra 7 ... 6 . 

Cw aroto l U ntow ft e iu m Pd Most m 
Frawwrif Par* Trret Ited Karate LH 

Eoteytecwnr F ..iffnwwu U7 01 

UtenreOttUlF..... .6(M717 9S71T »6.7B 



■ .97 8X97*92-52 

90.85 90 bs *6 64 tmmm 

74 82 74 82 7939 ijSWM 
8093 8033 85.67 LBhffl 

Sw 9(5 lXl^S 
63 ” 


lAttranUnfaJ" .. J 
After T* arere* .. ...5 

(Acorri Unto) 5 

CtopltaJ T*.- 5 

(ActrenUnta) .-|) 
CpnUSmllrCM. — 5 

(AcennUaLo) 5 

ftto 5 

Units! 5 

IP 5 

Utenm U*t* S 

Erin I nearer 5 

LAcwn Units) S 

Financial 5 

(Acorn Units).. ...5 

tocsrecAGroMh 5 

Mcaraunta) 5 

Ml Growth 3 

Iteunw Unite S 

JaraanXGro _. s 

(Acre* Units) Sl 

j toU pdP te itate— Si 

fiK* Unite 5: 

BAocahh tneproe .... 5 


Baring Fund Manapen LU I12001H 


wamwcii, -a 

AnttralU.- 
ComertlNo . 5 


0 42 49 42 48.17 
[4831 (asi 5200 
|3b34 36 34*40 43 
1007 100 7 108 2 
62 87 1X87* 68 IB 
159 4 159.4 1693 
147 5 147 5 158 2 
59X1 59 21 6109 
40 48 40.48 *3 & 
61X6 hLfab 6572 
145 8 1458 1359 
130-1 138 1 147 2 
80 44 80 44 83X4 
1336 1336 1392 
45.67 45 67 49 62 
hLt£ 61 63*69.27 

46.13 4X13 4936 


GrrouD Growth . .Sk 
GlatMlGrramh . 5 
irorc Growth . . .5 
MM* htofh* • • • * 

PortfnUof 2 

paifolla Acc ...2 
UK Growth . } 

UK SrtMIrar Cofa . 5 

■41 Court Fund Mngt PLC CL500MF 
n s!to77f7r«si toYripcnaya-B roi-jw: 

AmrfrCl 

uK*r 


FlnX PronereyF 
High YtoMF. . . —6 
(AccumUotalf^. 
Income Snot. 28 F. 
Maraauanil F .... . X 

MCtwnUolteF. ... 6 
P i t f nencgf . b 
(AcenUnKDF .6 
FUfd&CoteF . .X 

tszjgsut 
as ts&sr’i 

UK Snectol ski F -6 
(Accam Unite F 6 

urwtdaAanW toe F. 6 

W-wMeAhSAtoF 6 
PPTEoropnF .. .5 


(73 X4 73 24 77 91 
1 94 43 94 43 100 4b 
308 J2 328 00 
Ertto7 18967 203*5 
■ 73 80 73 X0 7(1 fa 1 Mi 
79.74 79 74 84 83 1. 19. 
[35 50 35.58 37XSUU4 


.99 » lOi 

.7135 71X5 7SW 
fi(7 JO 14804 157 *9 
Til S3 41 83 *4-50 fe 42 


PPf Hong Kong F 
PPTJtnan F.. 
PPTUKF . . 

PPT USF._ _ ... 

PPT Canada F .5 

PPTConmihtMlF - S| 
PPT Gold F S 

m;.i 

PPTImMmentF 5 
PPT Thai F. - .. 5, 

PPT Ca*iF. M 


Bbtomaatt Ptegresslw Mgmt Co (12CHDF P PTCate r... , . 


,47 99 47.99 Sl 03 
63X8 63.28 6732 

78 93 78 93 83.97 
54-13 54 13 6/59 
.55X9 55 69 59 24 
hum 115 HI 123 20 
*»,03 3S0Z 3705 


shoo to unto 10659 


84.71 84 71 90 12RX8 


^4? 


4S»4 

■i41243| 

1U4U247 


_ EC2M3FT 07 -374, 

1«5J 1463 1343 0.00 
148.4 148 4 157.8 J.OO 
158.9 158 9 169 0 0 00 
164.8 164.8 175 3 > 00 
197 4 197 4 209 9 (.71 
259X 2S9 2 275X 4.71 
39X5 39X7 41.97 133 
39X5 39 67 41.97 )JS 
83.25 83X5 88X5 9.75 
130.7 130.7 139 0 4 75 
85.70 8637 91X6 L78 
87 00 87 49 *306 L78 

208.0 2108 Z24X 7.09 

260.0 2X3.3 260.2 7.09 
*557 4557 48.47 1 96 
46X1 46.61 *957 1_96 
141 7 141.7 150.7 7.07 


1718 171.0 1X2 7, 

1553 158.1 lb4.9fe.00 
1723 172-3 1X3X0.00 
1432 143X ISZJO.OO 
144 6 l**-6 153X0X0 
63.22 63.22 6b5*p.77 
63X2 63.22 663* b 77 
1053 108X 115 7 [7 50 
151-1 151.1 160.70-59 
1721 1721 1H3 0BJ9 
38X8 3952*4203*98 
40.94 42XM44.95to.98 

54 65 54*7 56-36 ~ 

55 71 55 74 57.4b 
51X1 5183*53 43 
56.62 56X4*9839 


.4100 


Gtotol fee A Cneh .. 5k 1 55.43 5543 _!W54b 7B) 


Anton Enereprte.. 5k] 505 585 62T1 3 18 (0666 

Aastnuaa ,5k/W8* go 54*97 4*P «r <a*s 

Ew npann 5k|287X 2X72*306*8 1 59 J0b57 

Erannon hearer— 5k 152.96 52 96 5633 )08 (0659 
Enro Small Cos . 5 k 002 74 10274*10*99 1 73 (06S8 
JamreTros . . „5kD58n 15801 16083 0 20 40(61 
lawn Sard* So ,5k 6*5X9 165X9ill75 66 0.00 *0667 
SpXU aftte Em _.. 5k 134.74 34 74*37 14 195 406(5 
Pfaafic SrmnrCre .51 00456 10156*111.9 1 *7 (Odd) 
North American 3k 017.44 117.44 1X4.98 LXZ «66fa 
AratrSaallcr . 5k(31 63 3L63B34 17 ) 00 406*7 


114 5 11* 8 122-1 
63X3 X4.45 6856 
48 68 98.68 105 0 
99 46 105.1 111 3 
50 13 50 13 5333 
33 J8 33.38 3551 
40 80 40 80 43.40 1X7, 

128.0 129-3*137 6 7X*L 

1 59X0 99 80 *3 00 10M4DW7 
Marks & Spencer Uott Trust LU QMBF 

M4SlniPftaoTJkl9X15 96X5 102XS-92 
99 93 99.93 106 8 c*? 

8451 8431 90 !7bB8 
18585 8505 9101(3X8 
Trart U63QIF 


Ste %15 , 96X5 102XH 

BS 3 *i 


Geoffrey Moriey Unit Mgrs LU (1200>F 
4 Tcmpto Place. Lends* WC2R3HP ( 

Eiem*U*lTn . 4( 953 95.9 101 
ExmatSaltoCK. .3k>22S 1 23b7 251 
Murray Johnstone UT Mpnt (1600)11 

«.si 

Acumro Rrennrc . . ..3 
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■ . CURRENCIES, 


MONEY MARKETS 

Dollar’s longer view ^ 


AND CAPITAL MARKETS 


MONEY MARKET FUNDS 


POUND SPOT - FORWARD AGAINST THE POUND 
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While the continues to 

look vulnerable, on lack of an 
in teres t rate advantage over 
countries with stranger econo- 
mies, the International Mone- 
tary Fond has produced data 
suggesting that there could he 
an upward correction. The IMF 
figures are based bn inflation 
rate differentials between 
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economies, or purchasing 
Power parities (PPP), and the 
Pond finds that on *Mn 
the dollar is now heavily 
undervalued. 

Interest rate factors could 
Jead to a further weakening of 
the US currency In the short 
term, particularly if the 
Federal Reserve eases its 
monetary stance and the 
Bundesbank tightens. 

The Bank of Japan has 
already tightened, but this may 
wen be the top of the Japanese 
present interest rate cycle, 
according to Mr Neil 

e IN NEW YORK 


MacKinnon, chief economist of 
Yamaichi in London. He 
believes the dollar could touch 
Y115 in the short term, but it is 
more likely to stabilise at a 
higher level In the longer term 
however, cross rates are likely 
to get much nearer to PPP. 

According to the IMF, +hiw 
would mean a gradual 
appreciation of the dollar to 
levels of around Y170 and 
DM2JX), although a ty pical 
time period to reach PPP could 
be one to two years. In early 
1961, for example, the actual 
and PPP values of the dollar 
were leve l at about Y200; but 
while the PPP stm indicated a 
value of about Y200 at 
mid-1962, the actual v alue of 
the dollar had climbed to Y25G. 
By late- 1984 the two levels 
remained far apart, but by 
late-1985 they were equal 
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Based on similar data, 
sterling's value against the 
dollar should be about $1.56, 
but the pound’s value against 
the D-Mark comes out at 
DM3.05, suggesting at least 
that the EBM central rate may 
be about right 

CURRENCY MOVEMENTS 
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4pm prices October 26 
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14% 8% BnAa n Ml 7b Tb 7b- b 

17b 4b Banner s U4 3b 5b 6%- b 

30% abOardra 14 57 Zfb !7b ®b- jk 

a% 21 BarS pr2.7B » a 21% 2l6 M%- b 
ab M%BaiflpOJ2 a. 1M 31% JJbJJb , 

ab 21 BwBpKLtfo 22 to 22% 21% 21}- b 

28% 12% Bard .41 2*19 898 18% 18% M%- b 

M% 73% BanrQp 1.40 5.7 71 I Mb Mb »%- b 

37% 14% BBmaB 1*3 ft7 61795 15% 15% Mb- b 

14% SVBaroM M 2JiV0 m Bb rt »b+ b 

21% Mb San n 2.18a 11.12 2 Kb Kb 20b - b 

« 8% BaHMI .10 1* a 1256 7% 7 7%- % 

73 52% Bum* 1-32 2.1 U ZB K #1% M%- b 

27% MbBaxMT *4 2* »M M J 5 ^ iL’“ H 

Mb «bB»|HAa.*4a 9* « »b 38 38% 

61% 63b Bax pSXSO 4* IV 77 Mb ^H-lb 

22\ W QayftQx 1*5 M» H ab 20 a - b 

14% « BawSi .980 ftft 81317 8% 5% Ib 

30 n% Boanaa *4 4*12 02 16b M\ 18 - % 


12% lib Bafear .TM W. * 01 7% 7 7b- % 

19% n%BddM 38 a Uft W £ l 

74 » BodOi 1*8 1*18 MS 70b »% «%- % 

34b 21 % QofcttH *4 2* Ml 22% «% b 

57% Mb BoJIAU a£M 47 17 »D W «b % 

U% 13b BaBnd *0 32 9 255 13bdl2% 12%- % 

Mb « BaUSo 2*8 S2M2W9 62b 51% «%- b 

M% 3*b BstoAH 30 1.7a 6 30b 30% Mb' % 

37% 27 Banda .72 3-7 14 139 27% 27 27 - b 

» Mb 7 321 30b * M%- Jb 

48 40% Banal pMJO 10. 4 43 41% 4lb-t 

48 43 Band pKJO W *50 44 44 44-1 

37 23b BenalptUO HL ZI0D 23% B% % 

2% 15r18 9ng« * * W-10 

18% 11b Biflam *7# ftl 111 ■ 18 -1 

*75 6500 BafkHi M5«a4H7 6000 5350 

Kb 13 BofUa n *Q 1*27 8 Mb Mb Mb- b 

12% i BoMBT 8 IS 5% 6b Bb+ b 

«% ubBoASn .40 3* 7 *7 11b 11b V 

»% 40 eafflny s a a *oh «b job- b 

a% ubamspBUO n 11 ab a% »%,- b 

7% 3%B«vrlr *03380 7% 6% 

ab lObBMCB .10* 985 3 11. »% «, . 

»b iibswo jo 43 193556 ii% nb lib- % 

2iV 9 mackfi *0 41 14320* 10% 9% 8b- b 

an ab vwp 1*4 as to 106 a% a% a% . 

TOb 9b akAttr n*8 1ft 217 9% «% •% - b 

9b T% BMa 1.05 tft. 465 8b 8. Sb 

II 9 BkMT a 8.7 7B3 9% 9% 9b- b 


2% IS- WBngie 
18% 11b Ban** 
6575 5506 BarKM 


S1% U%B*«sa .40 

m% *0 man* s 

a% UbBMpB2*a 
7% 3% Sovitr 


41 14 320* 10 


an abBSkHCp 1*4 6* TO 100 a' 

10b 9b akAttr nje TO. 217 9 

9b T%BMaM 1.05 *3. 465 8 

ii 9 Bkarr a 9.7 n» 9 

«% 30 BtoVHfl 1*0 441 IT 1140 V 

» TObtodC sail a 

JS 6b BluaChp ,T9» W. 12 9% 




9.7 7T» 9% 9% 9b- b 

40 17 1140 Mb »% M%“ b 

sou a% ao ab- % 

Su.S-Sl. & 

7* 71600 2I<5 20% a%- % 


FINANCIAL TIMES MONDAY OCTOBER 291990 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


Cli*aa 

12 Month Rflta Ck>at Pirn. 

High low Slock MV.YM.E MOaMgl) Low Dm*»Cl«m 
- A-A-A - 


UMasOi 

HW Low Stock Mr. 
8b 3% BoOfior *6 
II 4% Bond 
14% 7% Bomc pn.TBa 

14 T% BordCh I.78o 
37% 79% Bordan si*B 
19% I4%BCon2*Oa 
22% 18% to* Ed 1 J2 
93 at BmEpaua 
15% 14%BoaE prIAB 
ab 18% Bmratr 1 20 
14% 7b Brazil 3.19a 


DaMsIi Low OuMbOom 
33 S 4% 4% 

30 4% «b 4%+ b 


20. TO 1149 9% 8% 9b+ b 

30. M 377 9 9% 8% 

12 1938 34 ab 33b - % 

15. 12 6 18b 15 15% - % 

11 215 18% 15% 18%+ b 

ID. zSO V 99 a 


19 30 14% 14% M%- % 

8* 7 7*9 1T% 17% 17% - % 


Mb Bnq3t 1*0 

MbarMytoOK 


41 in 7% 7% 7% 

7.1 l» a H% 22%— 1 


30% a BrttAlr 209a 


45% V%BrflQu2J3o 

Ub 54% BrtS>I 4*4a 
14% 5% BmP M 


1134860502% 81% 8l%-1 
7* 8 MS 27% 27b 27% 


M% 19% BrttSa 1*99 
57% Mb BrtfTol 2*0a 
12% 3% Breadipa 
37% 28%Btfi> 123a 
12% 9% Brook* a 

Sb 25 Bttyuaio* 
29% 2S%B*UO ptz.47 
17% 10b BwnSh 42 


10 11 25142% 42% <2%- b 
MIS 474 79% 7B 78 - % 

142 10% 10% 10b- b 

M 5 882 3% Mb 23b 

U 12 IW Sib 51 51b- % 

5* 42479 4b 3% 3%- \ 

3*13 t2 32% 32% K%- b 


17% 10b I 


4J 10 31 12 12 12 - b 

8* 13 107 M% 20% Mb 
9.1 3 27b 2? 27b 

2*n 9 11% 11% 11% - % 


16% 8% Bnnrt .44 

Mb 13 SraMW .72 
Mb 22% Bodnya 2*0 
17% 12 BuntoH 1*4 


7* 11 103 21% 021% 21%- % 

z* M am ab a a -ib 
84 82254 7b 7 7% 

BOB* 97 13% 19% 13b- % 

11. 8 86 24% Mb 24b 
12 3 13% 13b 13% + b 

15.10 TOi 11% lib lib- % 


BKInv 132a 
Bunds 


a BrMooia 

BrOttc JO 


Mb Mb Brltac JO 
20h 11%8umPP 146 
11% 1% Busin Id 

32% MbCftSSavna 
44% Z7b C8I bl 30 
200b Klb CSS 4*0 
3% 13-10 CCX 
IB 5% cm 
7b lb CF loco 1 
Kb Mb CIGNA 104 
8% Ah CKJH1 1*8 
Mb 19% OPSCO 1*4 
Kb 12% CUL 
38% a% 0*3 Eng.40 


4* 71801 23 024b Mb- % 

8* 1 Sb 8b 8b 


1*a M 44% 49% «%- b 

12. 26 90 11%dl1b 11b- b 

817 1% 1% 1%+ % 

-C-C - 

10. 89010 1S% 14% 16%+ b 
1.718 K 34% Mb Mb- b 
Z* 12 »0 1S3% 134b l5*b-7 

a i% i% i%- b 


14% 16%+ fc 
Mb Mb- b 


a i% i% i%- h 

7 333 8% Si B%+ % 

282 2 1% 2 


ft* 81523 *% 35% a%-lb 
2Z 412 8 4% *%- % 


Mil 297 Mb 21% 21% — b 
8 U 13% 13 13 - b 

1* 7 815 27 Mb ab- % 


12% 2b CMS End 
108% tObCNAAi 
12b 8% CNAI l.W 
84% 62 CPC 2 

84% a% cpi jU 

9% 8b CW IMIl.n 
12% 10b dB Uo2j 48* 
21% 10 CRSS .14 
Mb a csx i*o 

24% 19% CTO .75 


27 40 3% 3% 3% 

9 71 5* Kb ab~ 


n. a b% a% a%- % 

2* 18 1031 78% 77% 77%-1% 

I* IS 143 a% 25% 2% 

W. 207 8% 8% 8% 

21. 77 fl% 11% 17% 

I* 10 24 12% 11% 11% - b 

6* 7 1136 28% 28b M% - b 

4* 8 W W% 18% 18%+ % 

SB 672 17% T7% 17% - % 


22% nbcucim 

10 2% CVRS *Br 


30% 21%CbWm J3a 
24b 8% Cowan 
37% M Cabal 1*4 
18% M CMOS n .18 
a% t3bCad«nce 
33% UbCaasar 
25 b 3% CoJFod .12 
18% 6% CaHlm 

a% 21% Caknat *4a 
1% 5-t6Can» 
ib % CmpH o 
a 42b cauadp 1 
22% 14%CdnPe g*2b 
633 380 CopCtti 30 
54b Z7% c*(Md 1*0 
18% 12%Cwwtd 2*9 
9b lb Caraor 
37b Z7% CariMa 1*4 
13% 6% CandeP 
ab iibCaroR M 
*3 a CarPw 2*2 
37 41% CatToc 2.40 

5% 3% Carglnd .10 


32. 4 42 3 2% 3 

5.115 3K 23% 23b a%- % 
21 OK Kb 21% 21% - Ib 


4.1 4S 650 25% »b 2S%+ % 
* 323 17 18% W% 

16 Ml 18% 17b 17b ~lb 


92819 M% 13% 14b- % 

52 402 si 3% Sb 

«Z 8% 8% 6%- % 

U 10 301 22% 21% n - b 

171 11-32 5 ■« 1M7 
80 7-18 7-18 7-W+l-W 
Z0W0B33 40% 48% 40% - % 
1203 15% 15% 18% - b 
* 14 271 411 401 407 +8% 

10 7 848 30 29% 20%- % 


18. 7 18 12% 12% 121 

<2 2% 2% 2b- b 
4.* to m ab a a - b 
ii a 7 6% «%- % 

5* 7 12b 12 12 - % 

ftfltz 543 42% 42% 42% - b 


1% CurtHw 

44% Canon jo 
IftbCaaeNG 1*2 
7% OafiAm a*S 
abCHOCk 
abcatom i jo 
CadrFr 1.45 
22% Qanttl a OS 


8.1 8 B0 «%d30% 39% -1% 
II 8 6 4% 4% 4%- b 


K W 2b 2b 2b- b 

1*U « 48% 47% 47%-% 


7* SO 43 17% 17% 17% - b 

*21 IBS (4% 14% 14% + h 
01348 30b 9% 20b- h 


S3 IS MOO 41% 40% 4p% — f % 
12. 8 84 11% 11% 11%- % 
3* 38 303 a »% a%- b 
9*11 719 17% 17b 17b- b 
2* 5 349 21%d20% 20b -1% 
8* 11 1244 42b 42 42b 


24% 20 CanHudl** 

a 31% CoUBZJG 

a Wb CaMPar 1*6 
13% CWHw *0 

a% sniewpo 2*8 

38% 21%CnlyT1 .42 
33% 34% ChOftdn l.tO 
12 8% Chp30 30 

ISb 7% CMHou 

5 3% Cbanc *5a 

4Q% lObChBM 130 


B*W 44 22% 22% 22b- % 
7* 9 97 33% 33% 33% 

8010 279 17% 17% 17% - % 

2418 3 18% 18% M% 


8*13 92 M% 23% 24%+ % 

ua 400 a% a a - % 

44 8 MIS ab 34% a - % 

29 11 18 7 7 7 + b 


11 229 8% 8% 8%+ % 

I 90 8% 3% 3% 


-4b nbCtoapr 
82% MbCNWpk^.i 
48 a Ctna pCidSa 
41 Kb CM* 00=4.130 

a% i8%OwaplQ2*2 

ab 16b taw* PIH2.44 
7b t Chaos 


11. 19848 11% 10% II - % 

12. 2 M dU « -3b 

ii a 88% a a - % 

W. « 25% 2Sb 25% + b 


4s 23% ab a%+ V 
230 22% d22% 22V- l 
41 W% 18 18% + 


39 18 ^ 17b 17% — 


. WbChamad 1M 
»% ubchmsok l 
4% IbOlBkB JB 

a% 6 cnapicjo* 

*a% abChakpMdto 
ab abcwkp**. tt* 
27% 17bChBdpe*9 


S3 23 2% S% 2%- % 

1810 a Mb 19% 19%+ % 
8* 27843 »2b <twh 11b — 1 

zl <sr • . ib t% 

17. 137B 5% 6b 9% 


ml to a 26% a%+ % 

17. 30 24b M% 24% 

14 221 W% 18 «»%+ % 

* 262299 20% 19% » + % 


27% 17%OMMa .18 
21% 13% Ctnpk J2 
81% 80% CMvm 8.10 


15 8% ApoMg 131 7% 7 7%- % 18 8% 

a% i7%Areho«.io 414437 a% a% 22%- % a% ab 

44% 31%AreoOl 2-30 7*10 1383 31% 31% 31% 51% 34% 

13b 5b ARAM 1ST l( I I 23% 13% 


tab 118% ChBUtr Br 
75% 54 dHHIpl 5 
22% 11 CM* *4a 
Kb 25% CMS* a 
30% 18 CttquM .40 

S 3% CNdW *41 
M ChdaCrldll 
8% ChrWn 
flb CMyWr 1*0 
34%CtniM>*1*2 
13% CWM *2 
7-WvtCOynMi 

39% M% CJto .fp 2.40 

29% TObCkmBat JB 


64 11 433 13% d13 13%-% 

4* 97 7333 «% 88% 87 -1% 


5* 18 7 120 120 TOO - % 

48 1 75% 75% 75% + % 

110 12b TO 12 - % 


TO IK 29% M 29%- % 
1411 679 a% a% a - % 

15 m 84 4% 4% 4% - % 


32% a ChflE 240 


02% CtnQ pi 0*6 
61 7«bCM»|*7.44 

21b TO%CMin .72 
11% 2% Omto 
8% % trjChcK 

M 14 ClrC« .10 


n% 35b Ctroux 
31% 11 % Qfcorp 1.7B 

87 a%CIKp|d 8a 
78% 46% Ctep pfA7a 

26% 17 Chep p teza 

27% 12 CftjrNC .84 


6*16 » 27% a% a%- % 
a 6 17% 17% 17%+ b 

M. 27M 11% 11% 11%- % 

ft* 71808 41% Mb *0b-1% 

1131 13T 18 Mb 15 + % 
225 11-16 9-18 1VM+VW 

7.4 12 * Mb 88 33%— % 

3* W 22S 20 19% TO%- b 

ftl 7 m 26% Mb 29b 

0* zSO 93% 03% 83% -1 

9.4 ZZtCO T0 78% 79 +1% 
7.1 34 977 10% dIO TO%- b 

482 2% 0 2% 2% - b 

834 % 8-18 B-W-VTO 

* T 3108 14 d13b 18b- % 
17 1189 42% 41% 4t%— 1% 


27% 1% CnyScp 
23% BbClaMt .10 
47 22% CMC 

13% 7% CtayM 

11% 8 damOB .78* 

M 19% CtvCB .80 
80% 73bO»Bpl7JB 
45% 32bCMrax 144 
20% 14% duhMd 30 
9% 3% Coactwn a 

M% 2 Coaxe* 40 
38% 27bCoaaOd 440 
«% a% Cocoa * *o 
18% UbCocaCE OS 
31 16% Coon .15* 

20% H%CoMfty *9* 
74 12% OWoP 1*0 


1ft 8814811% 410% 11% - % 
14. 223 42% 41% 4|%+ % 

M. 182 Mb 40 50% +1% 

12. 117 18% TO 18%+ % 

3* 7 140 l2b 12 12b 

47 l%d 1% 1%- b 

* 12 Ml 18% 12% 12% - % 

6 228 »b dab »%- % 

U Ml 12% 12b 12% 


Kb 14% Coffd* 30 
9% 8% CoMn *3 
12 8% Const nia 

8b 4b Col Oil 1*8 
12b lObCoDnvn 30 
9% 7% ColMu .72 
Mb 41% ColGas 220 
31% 14bCoaXM 38 
TOb TObCBdUB 32 
11% 4% Comqni 
40% abCnmE 3 
Sib TO OWE pr 1*0 
22h 10%C«E pr 2 

n is m pnijo 

28b 24 Cw€ pr 2*7 

Mb above M 3*7 

M ab comes 2*2 

08b Mb Comm 1-32 
Mb TObCPoyo *8 
17% 14 CoTCMnJO* 

’fias. 1 

18% 4% CmpAac *5* 

8 2 CmpFei 

68% 38% CowpSc 
12% 7% CmpTWc OS 


13 112 9% 6% 8% 

3* 7 12 Mb 21% Sib 

9* 460 76 78 78 - % 

44 12 613 Mb 32% 32%- b 

1.7 8 66 17% 17% 17%- % 

2* 48 4 4 4 

IS. 1583 3 2% 2% — % 

1.1 21 2360 36% M% ft} - % 
1*18 8307 45 44 44%- % 

A 233722 13% 13b 13%+ % 
*20 174 19% 18% 18% - b 

4*11 1 18 16 18 - % 

2.7 U H68 88% 68 SB -1 

1* 11 44 15% 16% 13% + b 

9* 314 Bb 9b Bb 

K r in 8% sb a%- % 

M 188 4% 4% 4%- b 

&2 188 nb 77 17 - % 

9* 272 8% 8 8 - % 

*322 777 SS 51% 31% 

1* 7 857 18% 18 18 - % 

ao a a 17% 17% 17% 


0 8 a 17% 17% 17% 

us wn e% eb a%+ b 
4 37a 32b 31% 31%-% 


94 37a 32 b 81% 31%-% 

ft.7 *3 19% 19% 19% + b 

OB 71 20% 20% 20% - % 


8* 71 20% 20% 20% - b 

TO. xfiO « dM 98 -lb 

9* 1 24% 34% 24% — % 

it. 3 ab K Tt + % 

94 10 43 31% 31% 31%- b 
54 8 084 SS d2A 24%-)% 
1418 317 ab a ab- b 
2.1 614 14% Mb Mb 

10 4242 48 45 46% - % 

882 1% 1% 1%+ % 
* 8 1477 8% 9% 8% — % 


12% 7% CmpT* *5 

10% 8$ Com** 1.43a 

38% 22% COnAQ 8 M 

14% COraiEn 1*5 


18% 14% GnaiEn 1*5 
18% TO ConoNQ 1*8 
17 Canaoco m 
29% 19% ConEd 1*2 
07 46% Con£ PM*5 

88 MbConEpl 5 
31% 10% CrwFrt *31 
62% 41 GonsNQ 1*4 
61% »%ConmU IJO 
8% 1% CnSior 
34 15b Corner *4 

57% S3 COP pHMJO 
88% 84 OP ptE7.73 


I 514 14% M% Mb 
10 4242 48 45 46% - % 

682 1% lb i%+ b 

M,1 ^ 8 ft\ % % ' 
TO 164 40% «% 40b- % 
I 8 7% 7% 7% — % 

TON 0% 0b 0%+ b 
17 983 34% 33% 33% -1% 

11$ 22 15b ISb 10b- b 

f TO BB 17 18% 18% + % 

I 3 S0O TO% Mb 18% 

TO 1577 MV 22% 22% 


8.1 10 1577 22V 22% 22% 

8* 2306 32% 57% 

9.1 1 54% 54% 54%“ % 

702 »% «% 13% - % 

ft*M SOB 48% 47% 47% 

4* 14 849 25% 034% 34%-lb 

479 4% 3% 3%- % 

4J 8 283 »5b 015% 16% — % 


38% zabCanM 1.10 
34% WbOmCp 2*0 


73 zao 87b 
9.1 MOO 84% 


1321 1841 34 33% 3Sb-1 


_ . 7% Cnmk 1 
4i% aobCMBkwieea 
a 12b Cmo pMM4a 
11-1611-298 vJCBW 
21% 8 OW> 


1ft 12 1842 18% Mb TOb- % 
13. 1146 Bb 7% 7%- % 


S CamHW 
CvHdptlMa 
20V 8% Comm 
4% Zb CoonCo 
48 31b Coopar 1*86 

a<2 21b Coop p< 41.50 
a 12% CepTr 124 
12% 4 Corain *8 

51% 9*%Condn *0a 
11% 9b CTF *4 
9% 8% ClHCW 38t 

Mb 20 CMOpf 
8% SbCMrUt OS 
23% 13% Craig ■ 

18 9b Crtdg pr 
27% 17% Crunr JB 
18% 10, CwHA n *8 
19% 10% CnrfCB o*2 
81% 2D Crayfe 
33b «%COWC0 
9 bCraudS 
77% >»Cra*j pniil 

s iijgsyf 11 " 1 

36 13% CryiBd 20 

38% 77 Cubro m 
55% 34%Cwn&i 2*5 
43% SO CmnnprBJO 
9% 5% Crngh n 

12% 10% Cuinc 1.10 b 
38 27% Cmttl n 1 

Mb sb crow 

$ 

89 TOb Copras *0 
61b 30 CrotlpCLTS 
- D 

TOb 7b DCMT .40 
80% 17b0PL a 1*8 
24% 20% DOG 1*5 


11 7146 Bb 7% 3 

10. 2 20% 50% 20% 

1ft 194 13% 12% 13 

I Ml Ml V 
» 682 9% 8% 8’ 


882 9% 8% 8%- % 
211 4b a% ai- A 


i* 83 10b 10 Wb 

12 TOM 9% 9% Bb- % 
232 3% 3% 3%+ b 

1213 783 84% 38% 33% - % 
72 19 22% Kb Kb- % 

1*W 599 19% Hb ISb- % 
11.11 51 4% 4% 4% 

22 13 TOOO 41% 40% 41 - % 
M 40 10b W 10 - b 
4* 8 380 8 0% 5%~ % 


12 20K 

1ft 7 108 4J 

i m; 

8 IB 94 


i 


u% o%- b 
9b 9%+ b 


1711 101 a% 30% Mb 

aa is sea 12 ii% n%- % 


£7 15 948 12% 11% 11% 

51178 a 23% 23% -1% 


51178 a, 23% 23% -1% 

» » 19% 10% «%- % 

100 % T-1S % + 1-S2 

68 7-18 % 1*32-1*2 


’X\ 

13 7 131 li% 1ft% 18% - % 
*872 9 16% d)9b ISb- % 

6* 700 37% 37 37% -1% 


9* 9 11% 1»b Mb 
d*to 4 s a a a 

3 8% 5% 5%+ % 

12 3 11%qil% ll%- % 

12 290 »% TO 10 - % 

50 41127 15% 018 18 - b 

0* 18 40% 40 40 ' % 

“ 0-0 - 

U 97 7% 7% 7% 

9.0 9 133 W% 10b TOb- % 
5*11 875 M% 24% 24%- b 


12 Month 
Mgh Lew Stock 


9% 4% D«lSam 
38% 19%0*MCp 1M 
23% 13% Danhw 
17% >l%DanMI 18 
14% «% PbmGo 

5% % DalBpi 

TOb % D»)p« pi 
0 1% OtoOsg 

14% e% Dxvwn *0 
TOb *8% DayTHd 132 
37% 28% DaanPd .74 


. 8% tWMI M 

TB% 37%Ooora 2 
19 TOb D*(VM 1£S) 
2Tb 17 OaknPL 164 
eC% 82% MtsAr 120 
12% 3% OaliaW *0 

6% % IMdii 

35% 25% Deluxe 1.16 
48% TO DbSoUi ao 
26% 2z%0*£d 1.78 
12% 78 DeC p77*8 
81 re (ME air . as 
81 73% DOE pfT-36 

28 SSh 0E pif 2.73 
28% 39% DE prB 2.75 
23% a Drf prZJS 
24% IB Dotoar *8 
44 22b DiHflOS *4 

18b 0 Dtegns! 

18 Db DM) HE MB 

Bb 3 DWSO 32 
27% 17% DteObm .48 

8% 3 DixnaCp 

47 31% Dtofadd 1*0 

29% a% ngnCni 
99% 46bDHdW1 
98 61% Ofttert 30 

13% 3% DhnaMY *0 

138% SS Otenay M 
39 27% 0a 1*0 

4% 2% Dlvndn 

48% 41% DornRa 332 
35 18% Donald .44 

52% MbOonllay M 
41% 27% Davor *0 
75% 37 DawCti 2*0 


Cn-ga 

PI am Cfoe* pm. 

■ YULE lOOUDgb Law OuaWCIoaa 

9 iv Sb 4b I - b 

74WJ331 21% 21% 21% - % 
fi 589 15 14% 15 ♦ b 

I* 19 225 19% 13% 13% 

1050 4% 4% 4%- % 

94 1% 1% l%- % 

i lb ’b i%- % 

46 1% 1% 1% 

41 14 11 7% 7% Tb - % 

2* 93391 52% 48% *3% -2% 
2016 958 u3B% 37% 37% 

TO <01 8% 8b 8% 

50 7S0e5 40b 38% 29% + % 

1 4333 2% 4 1% 2% — H% 


82 11 115 18% 18% 18% * b 

2.1 101780 55b 57% 57% - % 

7.1 a 6i 4b *% 4%- b 

3 tJ-15 13-16 13-16- 1-18 


4*15 935 Sb 29 Mb 

1*23 88 40% 40b 40%+ 1 
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1J 23 1* 93ft B2V 93 -1 
23 »h 2% 2%- 

28 3328 30% 30 30 -1 

24. 18B 12ft «% 12% - 


Oft 3ft HranaSh 
AS 4% HipaFd JO 
4ft 2 Hrnspb JOs 
23% M%Hm«ka JO 
2V lOMHnaMF 
28% 18% Honda .17% 
112% 70% Honwon 2JB 
26% I7%HKTal 1.08* 
9ft 1 Hoprfiol 
2% 1% HraHB 

18% 14 HtoreWaJB 
W% 5% Hondi n 
8ft 2% Hottov m 


94734 3%.4 3 »ft- % 
3* 834 0V 5% 3ft+ % 

1Z 4 TO 4% 4b 4b 
L2 22 3663 T7% 17% 17% 

1 1382 13-32 1*32-1-32 
0 13 M 21ft 21% 21ft- % 
34 10201081% 80ft 81 -1% 
4*18 WO 22% 22% 22% — % 


10 201081% 80ft 81 -1% 

IIS W0 22% 22% 22% - % 

TO* 1ft 1% t%+ ft 

11 38 1ft 1% 1ft 


2% HriOw .K! 
TOft HougM JO 
W HooFah A0 


37% 20% Houator 2JD 
05 51% Hotel pH3B 

20% W% Hotel plAZK 
35% 30% touted 2*0 
1% % HouOR *7a 

18ft 0ft todFd .12 
25% 12% Huffy JO 
Wft 11 % HnoffS • *8 
90% 36ft Human IJO 
34% TOfttoMW *1 
34ft 21 Hnqpa 27a 
12% Oft Nuntwy 1*8 
27ft 19 HytoU 1*0 
lift 9% Hypni 1J0 

Wft 13ft TOP *0 
7% 4 1CM J0a 
8ft 2ft IGN to 
28% 23 IE ted £08 
38% 30% M4C FrtIJB 
77% M NATO IJ2 
23ft 18% I PTln* 203 
»% 6ft BIT JO 


1*15 211 Wft 14ft 14ft- % 
■ 12 949 3% 3ft 6ft- % 

MB 2 V 2ft SV- % 
Z3 12 TO4 20ft d19ft 20b 
10 M 77 27b 27 27 - h 


11. 31993 31b d20 20b -lb 

11. 11 37 84ft 54ft -5 


11. II 57 04ft 54ft 

12. TO MV 20%, »%- ft 
83 TO MW 39ft 35% 35ft- ‘ 

8* 21 lb lb lb 

1J10 22 7b 7% 7% 

Z0 7 31 Mb 14% 14% 


3J 10 140 12% 11% lift- ft 
2*14 1971 44% 43ft «ft- ft 
Z4 13 TO5 11b 11% 1lb+ % 
1.1 18 23 24ft 23% 24 
37. 30 3ft 3ft 3ft 

7*10 18 soft 20ft Mb- % 


110 18 23% 20% Mb - % 
400 0ft Oft Oft- ft 


1-1 - 

4*18 870 18 M% TOft- % 

TO. *4 4 4 4 


3% 8 3 - % 
34ft M 84 - ft 


8011 812 Sift 34 W - ft 
3011 120 38ft 38% 3Bft+ ft 
ML 21 M% 74% M%+ % 


81% 40b mep 1J2 


1* 6 63 Uft TOb TOb 
It 10 70 7 3% 7 

4* 81903 48% *a 43 - % 

5* 3 72ft 71% Hb-lft 

7013 Itt 24% 24% 34ft 

8 18 11% 11 11% 

70 K1 19% Ub 13% 

11. *100 21 21 21 — ft 

11. WOO 34 soft 34 

TO 460 35b 38% 33b + ft 
11. 11 Sift Kft 51ft + % 

11. *100 40 4Q 40 - % 

LT TO 537 «ft «ft «ft+ ft 

1018 81 37% 88ft 38%+ % 

Ri 2 41 41 41 

80 6 TOO 9ft 8% 8%- % 

80 8 900 89% 03 £>%-*% 

4.1 41272 9 24% 24% - ft 

73 23 74b 14 W - ft 

0.1 TO 23ft a% a%+ % 

A4 5 29% 23% 23%+ ft 


IK 57% fTTlXK 4 

30 22ft WahoP 1*3 


17% tab Max 
TOft TOftlOPowr 


23% 17 Wow ptajl 
36ft SS% BPow pQ.78 
37 31 NPtwpajSa 


64% 48 OPew pTOTS 
43% 34 HPOWPHJ7 
87% 38ft ITW .72 
62% 46% luacara 1 
BO 39 linear pf A 


TOft 8% knolmt *0 
85b 59ft IO 508* 


32b 22%IMCO 1 

M TOft India 1.10a 

S4 21% hxW pTO. 15 

29% 22%tedMpa28 
33% Uft IndEn 108 
17 8% tedon p 

80% 29% toowiw L32 
38% 20% loidStl 1.40 
7% 2% ImpRa .12 

11-18 1-18 Integra 
5-18 1-TO (mag pf 
17ft 7% biMcal 
3 ftfnUog 

8% 3 bnHFn 

22% 17ft nepSa 210 
1 3-TOMarca 
15% 6% teUha a 
27% TOVIriAiu 1 
123% SaftlBU 401 
74b 54%b«tavzn 


SJ 0 23% 23% 23% + ft 
6.1 11 22 22ft 22 22ft 
21 10% 10% 10% 

44 10 OK 32% 3Q% 80% -*ft 
65 38 579 21 % »% 2l\ + % 
40 W <23 a d 2ft 3 


28 1-W VW 1-18-1-32 
TOO 1-16 1-18 1-18 
9 480 8% 8% 8% - % 


459 8% 8ft 8%— % 

320 ft h %-1-W 
14 3ft 5ft Bb — % 


, 24% MMaX Lite 
30ft 42ft bOPap 108 
21% TOft (nWtac 
12% 4V fntftoa 
12% 4ft tT Op 

38 , 29% MpMp .76 
28% aftlnWPw 2 

39 34 fnPw prZJS 
82ft WftMrtan 

8% SbteUhn 
30% TOftianlca 
23% Wft tewed ai.67 
28b TO% UmaHa 1J0 
28% 23% ipajeo i*o 
11% 3ft IpcoCp 
12, Oft bfeddn n 
19% 0 Italy -16a 
8*ft 7ft M 

- J' 

7ft 3% Ml LP1.W0 
30 16% MPa 

11% ttMKAb 
ZTft liftOanOai 
14% 6% .Maul n 

29ft TO%4RKter 00 
43% 32% JRvr pi 3L38 
43% 85%<iRvr p!3*0 
0% 2% JanWwy *8 
Wft 7% JpOTC n 
4$% 32ft Jam 102 


1* 0 8120% 12B 128 - % 

38 2 81ft ift-% 

4 11-13) 11-128 1W2B- M2B 


12 35 Wft lift Wft- % 

807 TM 3-18 TO64+V64 

» tt tt OS,- % 

40 8 1 22 22 S 

40 15 12481 107% 108% 108% - 1% 
3J 17 814 88% 88% 8B%-1% 

3J TO 20 321, 32 «-% 

XS 73122 48% «% 47% - ft 


13 10 12% 12% 121, 


18 IK Bb 8% 8%— % 
17 fig ab 8 8%- % 

SUS 14 534 30% 90 30 - % 

7010 7 28% 25% 23%+ % 

9.1 ZK 25 23 03 +1 

7 88 TOft 19% TOft - % 

1W 2ft d 2% Sb- % 
aa 48 04% 24% 34%- % 
70 TO 184 Zlft 59ft 21 b+ ft 
7.6 TO 406 22ft 2% »%- % 

7.1 0 178 JSft JS% aft- ft 


•patao 130 7,1 0 ITS jsft a% aft- ft 

XxaGp 21 8% 6 6% 

WsWnn 1» 7% 7ft 7ft- ft 


1J 401 Uft 10% 10V- % 
21 435 0% 9 0 - ft 


-J-d - 

Wl 6 22 6b 6b 6% 

13 7a 17ft t7% 17ft- % 
4.7 13 2 8% 9% 0V- b 


TO 2 8% 9% OV-b 
IS 8 18% lift 18ft- ft 
113 7% 7% 7% 


XI a 1017 Wft 818% 10%- ft 
9* 0 35% 34% 34%+ % 

00 30 38 33% 3S% - % 

20 9 77 2ft 2% 2ft 

112 6% Oft 9%- ft 

46 8 242 33% 33% 33 %- ft 
TO >120 39ft ffiBft 39ft— ft 
9* *50 81% 81% 81% + % 

9J 220 81 81 01 -1 

u 4 23 a% a + % 

£1 20 410$ 07% 95ft 65ft - 1 ft 
64 I 343 19% 10% 18ft- % 
1.719 1 6ft 6ft 8V 

27 TO 3S 27% 26ft aft- % 

■K-K - 

0.1 8 209 tt% TOft 12% 

7* is 3581 a aft »%- % 
4013 12 Mb M% Mb- % 

,l £ “4 "A 'A'- \ 

U TO 222 23% 33% 33ft + % 
ZO 8 102 40% 38 ft 38% + 1% 
7.1 zlO 14 14 M 


Kb 40 JarCpf 4 
Kft BOft JerCpf 0 
09% TOft J«C pi 7*8 
aft 22%MCpt 2.18 
74% BlftJohMn IK 
»% ITftjohnCn 129 
12 6% Johntn .12* 

30% 22ftJoriM J2 
- K' 

K lift KLH 102a 
37% 23ft K mart 1.72 
23% 20% KN Epgl.12 
22% TOft Kanplp 200 


6% 3ft Kaaiii 
38% 20% KOyPL Z88 
SOft 35%KCeo* 1*0 
Wft TO KCGo pt 1 
a% 19% KaatXE 1.72 
K% S8% KanaPL 100 
37ft 15% Katyln 
71, « Kb* |d 1.46 
18% 0% MutBH JO 

17ft 6% KayM 
75 58ft Keaogg 1*2 
29ft 5ft KnJJnd *0 
81 18% Kampar *2 

10% 6% KmpH IJO 
0% 7% KnpIGv 08 

Wft 7 KnipM l.e 
« W% KmpMu *7 
)2 19% AmpStr 30 

37 24% Kama i.w 

14% 7ft Kants 


6* W 1190 aft 24ft S + ft 

8J1t TOO 22ft 21% 21% - ft 

4 09 16% 15ft 10ft- % 

is s e% eb 4zft + % 

SJ a 564 5% 5ft S%- b 

1124 « 11% 11% - ft 

£7 TO 2088 73 Tib 71b-2% 
TO. 0 683 6% (ft 8ft — ft 

4*32 SOI 20% Wft 20 - ft 

TO 280 3ft Oft «ft 

II. 86$ Bb 3% Ob 

TO TOO 7% 7ft 7ft+ % 


73 Ail 11% io% 11 - ft 


« raft raft «%- % 

8 82 28b 29V »b+ % 
7) 17 »% 10 TO - ft 


II Hanoi 

Mgh Law Stack 0*«. 

21 17% Ky«W 1 46 

13% 3% Karr® 44 

53% 43% iCmrUc 104 
29% W Kaycp 1*6 
TOft Oft KayCo ■ 

29% 18ft Kayim *0 
H% 6iftUa*CI?.72 


9% 2% KknEn a 

30 18% Know * 

9% Bb KBAuH 1.10* 
68% SOftNnghtR 1J2 
14% Bb Kruga JO 
73% fift K094T I 
14% flb Kolmar 33 
30ft 11% Korea 104* 
17% W%KroO*r 
MB Bl rcuooCB .10a 
13% Bft KuMn .*0 
tat 72 Kyoear 0lr 
14ft 8ft Kroor *0 

soft Bft LA Or 


CVft* 

pram Oops Proa. 

Yld.6 lOOriflto Lo— Quala On aa 
73 0 ON 20 Wft JO 
70 7 3ft 5% 3% 

if <7 320 48% «ft «b 

7.1 8 325 19% TO lift- % 

6 198 14ft Mft 14% , 

2J19 M3 25% 24ft Ml “1ft 
3 7 14 1320 70% Wft 74% -1ft 

11 173 4% A 4 

W 182 22% 22 aft+.ft 


§s 


M.1W 490 7% 7 7ft 
60 0 41 6% 8b 0% 

TO «0 18% 15% 15ft' ft 
1189 12b tt 12 - H 
tO 2 1)5 175 7TO +7. 


4JO 27 9b 9% 9V+ % 

14) TO Ml lMft WOft-aS 

Zl SB 7ft 7% 7%+ % 

52088 12ft 11V Oft- Ji 
M I 47V 7% - ft 

7.4 13 27 38% 38b 38ft " % 

a 11 4% 4% 4%+ ft 

HL S' 1H n 3%+ % 

IS 296 8 5ft 0 + ft 

468 ft IVta 11-16- Mft 
1 7% d7% 7%- ft 

3 3% 3b 3%+ % 

53 1V18 11-10 1VM 
1 M2 933 M2-M4 
87 SI 12% TOft Uft 

W. a 3% 5% 5% 

4$ I 6 13% 13 TO 

7*17 U 31% Mb 31b + ft 

40 8 Wl Wb W 10 - b 

H Mt 4ft 4b 4%+ ft 

397 8 3% 3%- % 

ui q o% nb ob - ft 

253 Oft 0% 9ft- ft 

4014 71 Q t2b «%' ft 

4010 107 W% W% 10% 

30 12 5 20% 20% 28ft 


13% 7V LAC 0 32 

41ft 35b LGE En204 
14 4% LNNo 1.41a 

3% 2% LLE Ry .57* 


3% 2% LLE Ry -3 
TO 5ft LSI 1* 


1% S-ttvJLTV 
Uft 7V v]LTV ft 
3% 2% vtLTV ptC 

2% 11-10 VtLTV JdO 

1ft 3^3 L VI Op 
17% TO LOuM 


9% 3% LOulfl 

22 12% LaZ Boy *8 

38 28% LaOG* 208 

19% 8% LotefO* .AO 


tt LndBac *0) 
9% UodkE .20* 


20 9% L*od*E .20a 

Mft 0% LmAm n 

I5b liftUMIn 02 

Wft 10 Laarri M 
32b WftLeaEnl .72 
Wft 10ft LagMM *2 
37% 20bLaaPU) 04 
4ft 94ZLatoiaT 
Wft i LaiaT pLSBI 
21% lOftLanow 04 
isft 8ft Laaffay 
24ft W Lnciw 
8% 8% UHyAS 03* 

60% 35 UtayC 0 32 
33ft WftUama 
90% 58ft LWy* 164 
1B9% 44ft LWy wl 
25ft lift Undid g 34 
14% 11 LdCMC .08a 
62% 33b UncfW 208 


Z8 0 28 Wft TOft 12ft 
30 8 98 9X Mft 21ft- 


40 3-W KR 9*32— V82 
28 1ft 1ft 1%+ ft 
62 W% Ub Mb 


I 3 S2 Wb W% Mb 

0 399 8% Bft 9ft 

M 13 wft raft Wft' ft 

885 7ft 7ft 7ft- ft 

f w ar eb 4it eft - % 

11 2*7 18ft 17% 17% - ft 

1 20 3139 73ft 73 73 - ft 


20 20 3139 73ft IS 73 - ft 
1877 >2ft 70% 70% -1ft 
1J 14 1768 Mft Mb Mb' % 


26b 23ft LncMF 208a 
68 68% UPa, 

Mft 20ft UBon p( 2 
28 Bft UvaEut 
Mft 24 V toddld 100 
61% 40%Loc0ta IJO 
TO1% 78 Loam f 
22% WHUOlDM to 
T% ft fJtomF 


BJ SO 11% 11% lift , 
70 6 835 Mft 33% K%-1% 


9J 4 2$% 23ft 23% - b 
10 3*9 73ft 74% 74% — ft 


10 3M 73ft 74% 74%- 

90 1 21 21 21 

8 23 12ft 12% 12ft + 

00 5 844 Mb 23% » + 


3L213 132 54% 84% Mft- 
10 r 492 78% 077 77% -2ft 

2J 9 8 Uft Mft M% + ft 

329 7-M ft 18*32— 1J8 
ISB 2ft 2% 2% - ft 
u. fin wft wb wft + ft 


lift 2ft LomtM 01| 
>1% 9% UXAUF 130 

28ft 8ft LnSter 
21ft T7% ULCo 130 
Mft eftULpC4*5 
28ft 34% UL 947208 


fin nA wft wft + ft 
1137 Bft d8ft 5ft - ft 
IU34K Wft 17% Wft- ft 


27 25ft UL pfTXSl 
sb aiVULparoe 


«% 33b LongUr 104 
Mft 8ft LongF a*2a 
Mft 24% Loral 08 
21 U LaGanl .77 
S% 27 LaLaod 1 
Kb 20% UPac 1*8 


8* 12 34M Wb 17% 18ft - ft 

II. 1100 41ft «b 41b - ft 

10. SO 23% 23% aft' ft 

TO 11 28ft 23% 28% , 

10. 3 34% Mft 24%+ % 


M% WftLwaa 02 
eft 32% Luted 102 
21b Uft Lofty* a .46 
eb 28 Lukana IJO 
29ft I8ft Luxate o*M 
32b 21ft LyiM 
21 TOb Lyaadl 100* 

- M- 

8% 3b WACOM 
4ft lb I4AIBF 
TOft WftMBJA M 
80% 34ft MCA .88 
23% TBftMQt 104 
1% 5-WI40C 
23 Wft MOU 1 J2B 
7b * MB 
lift 8 MCA 101 
9 7 MM 1.03 

Bb 8% UMT 103 
10% 8 MFM JB 
8% 7ft MFT *48 
10ft 7% MQF I.W 
W 8 MFO 100 


Bb Bb i 
10% 8 
8% 7ft I 

10ft 7% I 


10ft OftMFVn 105 
Mft 7 MGI Ftp 00 
21b Mft MQMUA *4# 
18ft 9% MQMQ n 


9% MQMG n 
ft MW GO 


27% 3ft MNC 1.18 
12% Oft Mxantk 
34% 8% Mateyaa .11a 
7b 5b ManMtt 
17% WbManr® -tt 
Wft 9ft Manpw J4* 

S W% MOHan 32B 
29% Ma*H pt*JBo 


TO 3 24% 34ft 24%+ % 

ZB 12 TB 38% 33% 33ft- % 

8.1 9 353 Wft 9% 10ft+ ft 

2JM0 337 31ft OOft'1% 

40 134 W 13% 13% - ft 

£137 319 « e Mft* ft 

3* 8 307 22 21ft 21ft- % 

24 91027 31 W% 19ft- b 

3414 472 eft eft eft- ft 

2415 e 18ft *7% 17V- % 

44 8 Ml 31ft Mft 31 - ft 

30 9 20% SOft Soft 

a n 21ft d»i% 2ift- % 
It. J 502 15 Mft Mft- % 
M+H - 

8» 4ft 4, 4ft- b 

aa e i% ib ib- b 

20 7 6M 21% 21% 21%+ % 

10218907 87ft 00% 3fl%- % 

7010 127 21% 20ft 21 

300 11*32 11*32 H-32+V32 

7.1 14 00 20b S3 23 3 a 

N 4ft 4% 4ft 

17. 1787 9% 8ft 0 

14. 1870 7% 7% Tb 

1Z 1488 8% 8% Oft 

80 288 8% «% •%'% 

11. 187 7% (7% 7%+ % 

15. 1772 0 7V TV" % 

18. 06 fib 6% 8%~ % 

Ml 01 M% M w%- % 

TOW WB 7%dS\ 6%- ft 

TO MB 17% 17b 17b 

1» 23 Ub 10% 11%+ ft 

15 WO 15-32 7-W 7-M 

^ S ft k 

020 418 13% 14% IS . 


39% 28% MW pM*8a 
23% 17%MW PS.74 


30 273 0% 9b Oft + % 

TO 310100 W «W% 17% -2b 
TO 204 20b daft »b+ b 


mh 4% MsnvOa 

12% 7% Manvl m 


4ft % Manvl wl 
48ft 32% MAPOO 1 
1% 16*32 Mareda 
33% 21 MartflJ 00 
9ft 8% Marfffn I.W 
15% 3 MrWV *.100 
30ft OftMwitM *5 
Mft 89ft MrahMo ZBO 
00b lOftMnhte 

10% 2% Mum*. 

51 34% MaHM 1*0 

28% 14% Mann 08 
29 77b UaaCp 2*0 

9 8% MatPriJOa 

189 115% Maw *8a 
28% 15% Maori .13 
11b 9 UauLoa 1.18* 
13 9 Moxui 

41 37b Mena pi « 


TO *38 29% d»% 25% - ft 
14. 100 19% Mb 19% , 

4 2082 4% d 4% 4%- % 

738 8 8 8 , 

«S % ,% 4 ft- % 

2JM 286 e% 41% 4l%— % 

6 M % ft % 

2021 UK 31% 30% 31 - ft 
to 8 aa 7ft 7ft 7%— ft 
1* 4 OK 8 d7% 0 

Z8M3485 10% Wft Wft- % 
30 18 783 09b 88 88 -lb 

7 IV T7ft 17b T7ft- ft 

5 80 >% 2ft 2% 

30 0 498 Vft 30% 38% + ft 
30 11 41« 14% dttft Mb- % 
TO 25 10b 19 19b 

TO W tt tt 8ft + b 

021 2140b 1«b MOb-lb 

.7 0 2177 ITft 17% 17%-% 
TOMSK 9 d 7% Oft— % 


Vft 37% Mayas 108b 
21b lift Uaytao 00a 
27% UbMcClai .18 


378 11% 10% 11%+ % 
TO 0 31% 38% 38%+ ft 
30 II 2180 41 eft eft -lb 
8* 823M 11% dllft 11b- ft 

1*W 393 15% 18b 18% + ft 

73 11 28ft 20% S0%- b 

TO 1 »b 2Sb »b 

30 821 23ft 08% 3B%- % 

4J13 e 4%d4b 4b 
U 127031 25ft 25% 23% - % 
50 8 80S 81ft 50ft Sift -1 
4098 SB21 47% 46% 48ft- % 
8012 498 27% 928% 27%- ft 


*5% 26% McOr pBJO 
28% 24 McDrpTOaO 
34% 19 McOari 1 
6ft 4% Mct» 00 
33% S3 McOonl 04 
raft 34 McOnfl z*2 
67% WVMeGrHZW 
38ft 27%MaKaa 100 
38ft 21% Mead 1 




Z7ft tSbMaanr M 
2ift ubMadfer 203 
87b 57 Madkn 02 
Wft 11 Maduaa 
SSb W MaOon 5.40 
27% 23 Maflon PU0O 
Mb tt MeOen pf10O 
28% 23 Makai p9C*0 
G7ft TOft MeMIe 1J2 
43% 24ft Merest 07 
91% 87 March 204 
24 Mb MerFna JB 
W% 20%M*n«i 04 


8012 498 27% d2S% 27b- ft 
40 91450 TOb 21% 21%— % 
2* M 552 tt% Wft 13% - % 
T0 11 MW W% W% 1B%— % 


T0 11 MM 18% 18% 1B%- % 

1* VltOS V 02 87%-tft 

9 119 12% 12% «%- ft 

7 J 4 879 79ft W » - ft 
11. 29 25ft 20 SS - ft 

II. » M W JB - b 

11. 23 24% Mft 24% 

A* 10 WTO 35% 36% »%- % 


3* 7 Ml 28 25% 25%' % 

20 188179 81b 70 19b —2% 

20 M 70 18% 10% 16% - % 
3* 124 21b 21b 21b' ft 

80 M 22840 Wft 17% 17% -1ft 
J 12 948 17% 17% 17% — b 

ISM 4% 4%. 4ft + ft 

721 8% 4% B%+ ft 

SL 3 318 m3 ft ft 

8* 22 2% 2% 2% 

7 8 Oft 8% 6% 

Z7 zM 79% 79% 79% -2ft 
40 4 V Oft 9b 9b' ft 

11. 4 18b ttb ttb- b 

37 9% 9ft 9ft 

30 474 13% Uft 13% — % 

20 8 2ft 2b 2ft + ft 

» Aft 0% sb- ft 


30 ttft MarLyn 1 
28 lift MreyQ a*3a 
9ft 3ft MaoaLP 08| 


Mb 4% MeTOP BITS 
Ift ft MaxaOf ,11a 
4b 2% Maaab JOa 
Bb Sft Maatrii 
Mft 77%MIEmG70a 
ttb 9 Mato J* 
25ft MftMriFnpl 2 
11% 8% MaxEq a 

17% Bb MoxFd J3a 

S aftMIddhy *8 

4b MdnAlr 
mu eb moai* pn jii 
aft Wft MINE 104 
38 Mft Mbnpra J4 


TOft 9bNfltenon * . „ *£5 US 2? ’ 
21% iTbWtoe 1.« ‘‘J® J5 Xlt 5b 2ft- b ' 

lift nftNPWB no MW 586 U% Wft ft 

»ft SlftNVSEGZM 66 6»® »ft "ft ft. 

■ ml mvz nf Uft TO *126 W. W ft 


a5*sa« s g «8is!i| ; s 

3ift irftNmtoiaao "5 ”5* > 

a ?ssta a * spa 

S‘SiKS*» v 

1>L 4*K MUAM XSff TO Stso 37% 47% *«. ft 


Mft llVNUMP a WTJ 

30 33% Mate 1 5*0 TO iW> 


9 *1 

Ift * . ^ 

nb Uft «ft 

Mft »!• »ft* 


40 »% MCO prtM 

47% 22%HHri B 6 
Wft ttCtobiAl .W 
30 6% Norm 


4.4 2 «% e% «%+4% 

«{4» 27% IJ%- J 
.9 99 187 ■ I7b 17 Jl 

tt 912 7ft 8 •% » “ ft 

U««S Sf 3* 35ft- % 

L8 1B 381 38% 98b 33ft- b 


iT assSVao, 9 >% „ . 

aft T7% NoaMUl 1.16 IDIOM »% W% »% 

40% 29%Mtt*W£K “i “1 *ft' > 

sssssy-s Swfsssg 5l : b 

A A8 7* X , 5 o% & Vi 

laVNKW i.e 7.7 tt 6 i« WV Uft • 


9% M'ft 

6% « ft , 

9% lift - b 


D% UftNetMtt 02 s.7 61110 lift 19 Wft ► ft 

1 1 ttnroi * - 1}W 6% 8% oft- % 

30 40ft NvaNOR 02* 1.1 tt 1* Mb » * ‘ H 

«1% eb Nucor M 031 271 Mft •?. ??i ft 

12 7 toavE 


12% llbtoCMi 00 80 

Ub Wft NyCPP nl.92 7.1 

W% fOftNvMAd nLOOa 70 

13% 13% NxMO al*» 70 


M M% «% »% 
81 11% lift lift 


81 lift tlft lift , 
75 Mb M% «%♦,% 
ZWi3%»ft »%--%■ 
383 M lift' 13%+.% 


13b MbHvNVPnlto 7.4 M 14% Mb +4% 
12V laVNvMri 04 T.l W Ub lift Mb 


10ft 8% MfvMu Jl* 72 8M W 0% «' ft 

lift 13 MuvftMOS 6» 880 ttb Wft 13%' ft 

U Z M Murfl 1*8 TJ 172 M% «b «ft+ ft 

92 WfttftlWK <58 80 » W63 70ft *% TO - ft 


M 8b OHM CD 9 080 8% Bft Oft - ft 

1ft %S5ad 463 13-tt l»-M IM0-M9 

n BftSSSS *8 * 0 88 8% 6ft *ft 

31 17ft OcdtofZJO TO 21 4388 30% » »ft+ ft 

27ft ffftODECO JO 17 W 1« *Th Mb 

17 8 Otefcpn 313 6ftd.fft 


27ft 17% ODECO 
17 s earn# 1 


30ft tt Ogden 1J8 78 8 800 uft TO 


31 ttftoedto 23 in 19ft Uft 

M U% Ohloto 100 9.0 oust WV Wft 


e 37ft OnEdpOLM 68 *300 « 


BTft M O&EdpTOTZ 


Cl MO Wft 91% gift- ft 


»% M%QhPptG307 910 I Mft 28ft »ft 

n% *8% OUP ptEtee 90 Z1Q0 88 M 88 + % 

90b TOft CHdnDE 2J8 BJT1 W8 38% 39%- a% 


30b 32%OM»Q£ie 8J n no 38% 48% a% 

Ub 8 OfeMptaO 70 iMO 11 11 11 . 

27% UbOMRap JBB 30 S 102 Wft ttb ttft - ft 
80% SlftOOn 208 7 J 8 308 MftdSOb «%-<% 

8% I OHOl.U 1019 W 5b »b 8%- % 
27% WftOmpM 1.M OJ 9 471 Wft d!7b 17%-I . 
lift 4b OnUo* 7 1 4% *b *b 

17ft 8% OnaUa *J8h 80 M V 0% 0% ■% - ft 

17 11% OMSOK *.70 ZlttTOl.U MftM%+ft 

% Vygsrs a* s s a % 
s : ! 8as'" a * s aj 

32 aft OranM Z34 7J 0 N 30% »b 30b , 

21% 11% Oran a 11 942 19 ub Wft- % 

8ft 2b Oriant 2 tt 2% 9% 2ft . 

art lavotopG .12 ui a tt%<m% «%-.% 


Sb 2b Orttnt a tt 2% 2% 2ft 

art WVOtonG .12 Ui M 13% 8i3% »%-% 
TOft 14% OrtenC pCL12 TO 3 M% Uft 14% t % 
20 17 OrtC Pi 100 11. I 17. IT, 17 - % 

Mb 6% OrMP 28 M8 Wft 9% 9ft- % 

04% Mft Oryx 106 £848 *37 e% «% 43b- ft 

28% aftOMbdM JO 64 12 020 TO 8% t%- % 


27% «%0»3rip JO 
M% IOVOmpM 00 


WbOwapM 00 £117 17 U% 

UftOmoC 4 487 ttb 

- P~Q -. 

W PHH IJO 64 8 337 Wb 


66 9x131 14 19% M 

£117 17 U% 12% tt%+ H 
4 487 ttb TO 14 - b 


37% IS PNH 100 64 8 337 Wft 

18% 8 PMM .12 1.7 4 780 7 

46 18% PMC £12 TO 83848 77b 


« «rt': i 

18% 18 ft — 7% 


38 U% PNC pfDIJBO *7 I ttb. 18% ttb- ft 
«ft 34% PPG 108 44 91838 Mft 37% 38b+ % 


38ft » PS G»# 00 1081 -14 


08 DIM) lit 


wft n p*cA8 ijb a. ao 12% 12% iab- 


52 Mb PMEntje *7 Stt 38ft 38 
M U%P»ae 102 6.413 3907. 23% 23% 23%- % .. 

Ob Pactot 9 13 Oft Oft Bft- ft 

t ttbPacTa* £02 40132JBB **% eft «%- ft 

irftfftsMaLe 67 91290 lift. 01ft 2l%" b . . 
ttftPaWWh 02 40 M 1013 10% 812% 11%- % . 

, 1T% PtorW jdi,W 1Z 1 lift 11% 11% 

4 1% PmuMd 7870 l\ 1ft 1% 


Wft Ob MM 


llftParidG 02- 20 TO 1 lib 11b tlb 


11% 8% PartOP .1 8» Oft 8ft 6ft+ % 

32ft Wfttolrttfto 02 4.7 f BOB 09b Mft 19ft - ft 

Bft abtothCm W2 4% «b 4 ft- b 

Bft 3 Patfb m 171 3 dZV 2%~ ft 

11 9 PakPr 100 TO in 8% Oft . 9%+ % 

12% BfttotPntflU* TO 82910 . Oft W + ft 
18 Uft Pattal n.14a 1* 80 M TOb 14 

2% fttoton 63 ft ft ft-7-W 

28b WftPanCn AB 3*10 4M 18ft dtt% Wb- % 

75% 37ft tonnoy £64 33 OVBO «% 41ft 41% - ft 

43% N PlPL 208 TJ W 304 41% 41% 41% . 

62 47 PaPLpMJO 9* x20 SB BO 00 + ft 


Vi 


W2 4ft 4b 4ft- ft 

« in. 3 dZ% z%~ % 

to in 9% aft 9%+ % 


Mft tt PaPL pr B ZS *270 W 84ft 84%- % - . 
50% OOfttoruBol 3 . 4028 OO 80ft 884 ft 94ft -1ft 
23ft 30 PaopEn 108 7.1 11 410 TOft 23ft 29% 

Wft »% PepSoy .12 10 14 3288 9% Oft 9ft - ft 

27% 16 PapalC • JO 1.7 U 8888 24ft 23% 23ft- % 

18 11% PaikF 100 TO I 183 tt 11% lift 

24% 18% PartB 08 £4 tt 812 20% a 20b 


24% 18% Parts 08 MW 812 20% a 20b 

8ft 4ft Pnrtan J7a M W 6 4% 4ft 4ft 


Bft 4ft Pnrtan / 
4% 2ft PrLP pn 
8% ebFaryor 
27% 12ft PaMa 


PlLP prt.18 3Z 


21 OH 14% Mb 14%' %• *..; 


27% 12% PaMa 00 10 21 BBS 14% Mb 14%- % 

M Mft PaSta 2J0* 87 28 27ft 27b 27ft + ft. 

79ft 84ft PSMr £40 U 177017 77ft 74% 74%-3 

71% e%PMipO 3 80 9 706 38 tt S3 - % 

« Mft PnffaEI 100 7* 30 26*3 16% U% Uft- ft 

J TOftPtiEpK 7 00 230 71% 73ft 73%- ft 

KJVPhEptRMI TO 101 lift 10% tlft+ ft! 

lOftPhE pM103 1£ 220 10% W% M% 

«c 73 POE (4)1703 80 zSOa T9 M 79 +1% . 

Uft ttft«*ptt10O 1£ N tt% Mft Uft - 

too wo toepniioa is. 120 mft 113ft nab- % 

97 98ft Plfi pIKSlflD 11. ZlOQ OQ 90 M + ft 

91% 73, PNEpfcWB 70. zStt 7ft 79 7»ft+ b 

80ft—7*% PhE pffTJS TO MM 74% 73b T4%+ ft 
75 10% PUOob 1 03 K tt ttb 12 . 12 - ft 

WV to PWMr U2 3JttttZM47b 48ft e%- % 

ab 11% PhBG) 1.03a OJ 2300 Tiftdflb lib - ft 


mft ziftPHuraii.tt 40 a 1038828% a’ 

33b 10VPWVH JB £2 3 82 13% C 


17% IlftPMearp 3 20. 12% tt 

2Bb ZSftPtetMG 1*8 till 2 a 27% 


13% 3b Plarl .W SJ 64388 

« *ft PJOTO 05* 14. tt 

9% 4% PfaPr *8 1.1 g 0 


S 6 PinWM 388 lift 11 lift- ft 

M PtemB JJr A 1 80 « 80 - ft- 

28% 0% Ptacfa 4 128 Wft 10ft ttb“ ft 

2 HSCJB-TO TO 84 21 20ft 30% -ft 

39ft 27 PitrqGwia 30 tt UBS 33% 33 38 - ft 

22ft MftPfam 30 1085 BM 19% 19% Wb- ft 

mb ia%PtelOta 06 9248 ttb Mb 14ft' ft 




Ma x * 7 a 8ft 6ft 6ft 22% ttftPfttem 30 

$0 4 m i| oj "oV-’i a ft 

Mrito* 2 11. 4 ttb 18b wb- b eft 4ft PtaxhyA 


totem 30 10 80 638 


9** 27 ft tom2?*J0 M. m 


23 27ft PhpnCr 
»b tb PugaPd 


LB 101888 33% 33 38 - ft 

*80 638 Wft Wb T9b' ft 
8248 ttb Mb 14ft' ft 
016 « ttb 3^ 31^; J. 


eb Mb totenNd .80 2* 11 2188 21 V 20% 21ft- % 
SJ* 35. ? c 7“9 21 280 38% 38b Mft- b 


J ft i ^sS6- **** S S If .1 §:i 

ill "S si Si ir 1 Si 'StSSF^S 7 i™ ?! % ’ft Ii: i 


Si5i:i 


W 13%Mtafl JB 
91% 70%IAna £03 
27b 22% Uxft 108 
2% 1ft MM 
as 11% MUM* 0 fir 
Mft ES I40b8 zsa 
28 13% Moitto 

33b 4 MonCa 
WV 8% M e nrefa JO 


\ 4 *f 


Zl 30 e 27% 27ft 27b 
SJ IS 3827 79ft 78 78ft- % 

A tt »% 13% «%“ b 
8* M 7887 B8% 88 88ft 


Wft 8% M e ercfa Jo 
SI 38% Mqnaan *104 
TO 17% MoaPw at M 
W% IS Uoa8t 1.76 
8ft 2% MONY *30 c 
30b 21% Uoare 04 
e% 29% Morgan 102 
lift 7ft MoreGr J»* 
10b 8ft MorKag 00 

reft eftMorBama 

80ft 30% UorKnd 10 

16 5% fifuny 0% 

eft 31 ft Morton 00 
ra% 5o%*Mbnt js 
19b Bft Murtil .78 
lift M M«*d .77 
3b % Munang 
47ft 37ftMurpO 1 
M% lift MwOm IJO* 
21 8b MyorL .ia 
23% WbMylen JO 

- N- 


«2 1% 1ft 1%+ ft 

A tt 13% 13% «%- b 

10 M 7887 88% 88 88b 

82 323 M% 14 Mb— % 

7 112 8b «% 5% - % 

8023 44 10 8% 10 + % 

XT 8209 41% 40% «%- % 
70 12 128 Wft 18 10 - % 

11. 32 Wft 18% 18%+ b 

3 43 2b 2% 3% 

4.1 U 218 TOft TO .a ■ 


TOb Oft PortBI n06a 0 87 Bft 9% 

23 toto* U S 846 Mft 23% 

24b 18 PaUQl.tt 701113BQ 19% Wft 


ttft 18% h 
2% 5ft 


tt% 6-MvpnwM Mi 
W 2b PrUUd usq 
37% 18% Prime* .40 
81b 81% Proott 2 


xpwTOi Mi HO ft TOGS 7-W • 

PtoUduq 3 84 2b 2% 2%- % 

Prtmoi jo zi 00209 20ft W tt -I 

Ptoeffl 2 £8174874 78b 77ft 77^- Jl 


W% ttVPragCp J4 10 » 50 eft e* 


Zl B33S3 38ft 38% 3S%-1 
£5 8 fi 7% 0 + % 

38075 3 8% 6% 6% 

J* sum sob e% «%-* 

40 12 133 35ft 34ft Mft- ft 
6 4W 3% 3b 3ft 

£3 14 1338 42% ttft TOft- % 


29 13b Prater 02 £8 2M 13ft dttft 19ft 

® Htotex an aft n% «%-% 


8% 2 Proa&t JB U. M 2>J A* 2ft + >t 

Ml 7 Pratet 04 11. T7i* 6% 7% 6 ♦ ft 

1% 1-WPndVC 0 M2 £32 632 

#ft jbPrt« 08a TO 50 3% 3% Jir.-;- 

E 2, S? 0 * «. a 64 8 341 21% *1% 21%'.% 

^ F S£S.P ttW 61 2 23% ttb ab 

4% a 823 2% 2 2% - 

Sr v g*jPg 13 “Jl 1M» . 

tt% 17bvjPNHpiC 1 19% w% 19%+ %• 

WbrtPNHrtD 1 16% W% ttV+ S 

I w is a m 

ttb 8 PSvNM 13 172 8% •% 8%' ? 


)M» 7%NBB 02 

38% MbNBD l.« 

tb ft NH 
68% « MGH 1 

81ft 17% Ha* 1J8 
72b 44% NCR IJO 

19% 15% MP8CO 104 
27 Bb TO ted JO 


M 139614 Mft Mft 63ft- ft 
80 391 8% 8% 8% 

70 209 10% ISb ttb- % 

SO 13-32 % ft -1-W 

£420 US 41% 4Tb 41%+ % 
69 6 12ft 12ft Ub + % 

0 12 « Wft Oft Wb - ft 
U20 3519 17% tt% tt%-1b 
*N'N — 

TO 12 70 7% 7% 7ft- % 

61 71204 28 % 57 1 37%-lft 
161 11-84 M2 1V4H+1W4 


-■ sizsjs k°ss si m si'-i i 

05ft IT PtKBpBTAS BA DO 71 IS « . -- -! 


14% 8b NS Grp .12 
18 ISb MW 105 
TOb 27. NACCO 00 


£1 TO 38 <7% 47ft 47ft- % 
88 44713 18% dlTft 17% -1 
Z» 83)30 4»ft « 48 b -7b 

3* 11 8888 18 17% 17% 

40 0 J» «% Wb Uft- ft 


a totep 1*0 
NaUua .72 


2% :•:> NlAuxt 1 JCr £8 53 S% 622% 22% -1ft a i 0 PWt 07 U. M S3 *£ H-'V—- ■ V 

'.v^iss's iftE 1 a a 3 l.wf’.'ll 

*av ^ *“ «« M ai f d ”a w ^ -1 ^ Jtft •}»“**. one iA uk ttft ' fl\ 


34 % ft 47% 

a tt -- 1 2 


e% 28% Naahua .72 
27% 22% NUuH 1*0r 
«_ 28% NdCky 100 
8% 3% HOCnv .tt| 
91 62% NQnvpTMJT 

8% 2 MBEdu 
27% 21%NartG* 1J2 

2 b Mtong 
W lift Nil 

47% 28 Ml at 8 
Wft 1% W H aate .12* 

«ft 29% NModE *0 
44% 33% MPraol 1*08 
a% a N Warn) 

38% SOftMSamM 4 
13-tt 1-18KS*n an 
28% TObMQvtn 02 
8 3ft NSftnd 
30V 26%H8WM 2J8a 
17% Wft toMP 1*8* 
4% 2% MMtor 
2ft %NW*1A 
ift b NnvmC 
13% 0 (bv pin 

60b 38 Mm pn 0 


3*11880018 17% 17% 

48 0 136 13% ttft Uft— ft 
14 8 36 8ft lb «%- ft 
II. TO 254 M ttb Uft- % 
24 4 170 27 626 23 -2 

93 18 IW eft 48% eft-iV 
£211 43 8Sft 33% 33% - % 


MW 8 1% l 

28f »■" Mil » 20% 19% 

POPt 1J3 M. 30$ 9 8% 8. 

POIF 1*8 11 718-Wft-lflb -ttft - 

FWCS 06 17. Itt Bft 8 Ift! '■ 


,.PHVM 01 w ns. 8% 8b 

>% 7ft non ,98 TO 1884 8V nb 

£% TObRQU *B It WB !«% TOft 

9$ 8ft HIM J8 8.8 *a : 6%‘ 9% 


26 2 81% 630% 60% -1% 

IBM 2% 2 3 

64 19 114 aft 22% TOft- ft 
» MB b 9G2+KS 
415 12% 12% 12%+ % 

•6 2 33 33 33 + ft 

14 0 831 3% 8% 3ft - ft 

£3 11 1010 88ft 38 38b- ? 

4J 9 82 Mb 34 34 +% 

2387 3% 3% 3b- % 
it. a 23% art 23% 

. « 13-126 633 632-1-84 

Mta X ^ ^ “ 4 “ “ 

8*21 a 30 Mft 29ft- % 
9*11 222 18% 16% tt%+ 4 


13-tt 9-8l OnM 


83 41ft OratoO 108 £317 1408 48% 


« M 541 HI 


m n % gjw wo* m « tab uft aft % 
J&SW'C 2» to% • TOft wft- J 

Mft S)> Ow«»r 108 SJ 14 230 38% 05% 


TOteWM-M SJ M 230 Mft 05ft Mft + > 
QWrttyJSa 20 8 800 18 ..6ft W“ * 


30 SSft 29ft- % 
9811 222 U% 16b W%+ 4 

an aft ab 3%-t-tt 

34 % % b+1-10 

M ft ft % 

3 7% d 7% 7%— 1% 

13. W 41% 41% 41% — % 
1*94 462 11% lib- ft 

3010 1» Wft Wb nft+ ft 

... » J. .5% «%- b 


Wft tObttennu .20 
25b 17% Hanso 04 
34% ObWvteSq 
25V 20 NovPtv l.flQ 
8% 2 HawAjn *Q 

% 3-138 vfNASh 


18% 9% QkRaOy JSa £9 I 600 18 . 9 
• . _ - H'H'H - 7 

n A ?■ tPft_H 

aS •** 1* » 2« 4ft . * 

”ft?«l« t280 19 7 


7% 3ftH0itow m 4% 

Mft 7bRU<£& 04 M t 8 10%. 
». 1ft JMli » M tttt 4% 


£1 tttt 4% 4$ 

60 CBS TV 7V 


•ft 4% RP3 *M . 17. 8 147 6% ' 

41% 30 RTZ* 100* £1 1 Mb- 


7014 3» 8ft 21ft 22% - % 
23. Ttt 2ft 2% B<- ft 

6 3-64 3-84 UI 




?5 OJ* RPC M . 3 0% ift H'J 

4% RP3 *3* . n. 8 127 Oft ■"*% Srr !? 

M MZ aiJte 8*1 j Mft - 33% . Mb . 
gStotri 00* 1098 889 ,82ft -01ft MftrJ® . 

ttft toteftr 188 1.9 17 x»ai wOV'BBft itt**'. 

S% ItertRO *8* 0 W 288 7% 7ft TV. . - 

- ConMnued on * 


JQ* 10 98 889 .82% -81ft 

108 1.9 17 j«ei WOft'BBb ' 


f 
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NASDAQ NATIONAL MARKET 


4pm prices October SB 




aJK'ia? 




34 

20 

10 

39 

SkflteM £2 

1513 

1B87 

38% 38% 3 


T7. 

13 12 

410 

896 

11 10\ TO 

« 4 


'% I £ 

.% 


nV nfi- % 

25? SB? — % 97% 99% 

VmEP pf7.72 


25% »?- L 23% TO 

sssi 

viebay U 3 t 

VMaCb 1J0 
Vhra ■ 








PpPf/ - 



V- H ^ 
*i-S 

i.-5 | 

a:i a 

V* - 




J2. 

TJ 

JO 

U 

JB 

V 

8i 

40. 

J9 

6J 

Jt 

8.1 

JO 

U 

1J0 

42 

J8 

M 

1J4 

11. 

JB 

31 


S 20 % 
*5 

a a 
a a 

a% 8 % ti 

a s* 

27% » 
06% 41 
4 21* 

184% 84% 

ar% «5 
*5 8% 

24 13% 

w% 14% 

28 7 

& A 

a a 

44 27% 

85 IS 

24% IS 
39% 34% 

s ^ 

w5 tiS 

a a 

si si 

»% MS 

a g 

41 36% 

92 83 

87 78% 

7»S B2j% 

Si ift 

II 1 % 


S2% 21 
185 IBS 
21% 7% 

14% lC 
21 % 12% 
1% % 
1«% 6S 
12% IS 
39% 24% 
23% 155 
28% 17 
31% 22 
28% 17% 
» 30% 

14% 2% 
24% IS 
W% 17% 
18% 8% 
30% 17 

as 

41 23% 

59 42% 

*7* a 

S A 
8 % 2 % 
33% M% 
24% 19% 
43% 21% 
12 % 6 % 
38% 22% 
16% 3 

18% 12% 
»% 42% 
»% »% 
24% M% 


AtiSaAr JO 
Aimed JOm 
AlwdOe 
Auttt JOa 
AMOH 
Amtak 
Avndto S3 


80S JO 
BHA 
BHA 8 

a rue 

BHA IJOa 
BMC St a 
BSS Bcp JZ 
BT 9v 
Babags 
BhHg wt 
BakarJ St 
BhJUyB .11 
Baiaid .W 
BepHwal.64 

H u rl f. 

BkSou J2 
Baakra 22 m 

huIm. njv| 
UKHUll JO| 

BanPnc 1.60 
Ban JO 


81%' % 
88 % ~ % 


fl alaa flgursa ara tmoOlciaL Yearly highs and Iowa reflect dw 
pmriota 52 weeks ptua 8 m currant weak. but not 8 m latest 
trnrUnfj day. Whore a spilt or atock dMdand amounting to 29 
percam or more baa baan paid. 8 m year's high-only tanoo and 
(flvtdend am shown tor Dm now atock only. Unless otiwrwloo 
noted. nriao of dMdand ara annual dtaburaamama basad on Dm 
W ait dodUtrnOon. 

a-dhridand alao xfrafa). b-annual rata at dMdand pbo stock 
dMdand. c-Uquhtatino dMdand. ctd-ca B ad d-naw yearly tea. 
o- dM dond declared or paid In praoedhig 12 raantiisig-<Mdend 
in Canadan lunda. euMed 10 1S% notvreafctence tax. MMdand 
dadarad after apilt-up or atodi dMdand. f-Addand paid 88 a 
year, omitted, deferred, or no adlon taken at fated dMdand 
meeting. MMdand dadarad or paid tNa yaar. an a ccu mdattva 
issue wttn dMdands In arrears. n-naw Issue in 8 m past IS 
weeks. The high-taw range begins with UM start of tratflng. 
nd-naxt day dsllvary. P/E price-earnings ratio, r -dividend 
de rtat ed or paid In preceding 12 mo n t h s, ptaa atock iMdand. 
a atock apHt DMdando begin wttn dan cd spilt atsoalas. 
t-dMdund paid In stock In preceding Umontba. oatl mat ad cash 
value on ex-dividend or ex-dtatrfbuBon data, u-new yearly high, 
v-tradhig halted. vHn bankruptcy or r oc otor ia ip or being 
reorganised under 8 m Bankruptcy Art, or securities a ssum ed 
by such companies, wd-rtaributod. wi-when Issued, ww-wltii 
warrants. x-ax-dMdaiid or ex -rights. xd te ex d i alributio n . xw- 
wWnut w arrant*. y-ex -dividend and sales intulL ytd-ylold. 


AMEX COMPOSITE PRICES 


4pm prices 
October 26 


w mm 

Stock Wv.B 100 a M Low CtoeeOtex 
AT&E WTO 4%d 3% 3% “1% 

ATT Fd2JS0 « 82% 61% 82% 

Acton 6 95 85 95 , 

AlrExp 7 44 19% W% 13%+ % 

AMn 5 1% 1% 

Alpnaln ' » 2% 2% 2% 

Alia 42180 42% 41%. 41% -1 

Amdbl .10 7WB9 TI 1»% 11 + % 

Atareal J7s O IS. 29% 28% 29%- % 

AMcaA M 41 8 .18 • -II 18 - % 
ANUaB M 43 - 2 19% 18% »%- % 

APsti 328 n 173% 79% 73%-% 
APraca .18 32 283 18% U% 19% . 

ASCfE 22 8 % 8 % 8 %- % 

AmSnM J9 6 2S8 4% 4% 4%+% 

Ampel H 8 S 1% 1% li+ % 

Aiirtm S IS 1% d 1% 1%- % 

Aatrotc '5 1% 1% 1% 

Atari 29 an 2% 2% 25- % 

AtiaCM 20 . % 13-18 < + «;» 

Aiidvoa «7 4% U 1% 1%- % 


APraca .« 32 283 18% u% 18% . 

AScffi 22 8% 8% 8%- % 

AmSeM M 6 2 SB 4% 4$ 4%+ % 

Ampei n 8S 1% li li+ % 

Arirtm S IS 1% ti 1 % 1%- % 

Aotrotc '5 1% 1 % 1 % 

Atari 29 an 2% 2% 2%- % 

AtiaCM 20 i -O-M < + «;» 

Audvox _ B _«7_t%dl% 1%- % 

B H0 3J6* 3 08 8 % 9% 9%- %, 

BAT tn.7& 10 1V32.10rt-t8 10 S-16 10> 

-7-tfl ■■ 


29 an 2 % 2 % s%- % 
-20 %13-ia % + 1-W 


Stock DN.E 100a I 
Concf B 3 12 

Conqct 3912 

v)Constn JOa 10 

CentAIr 3983 

contua s 

Coron g .19a 413 

Cross 128 11 109 

CmCP JOa W 7 

CrCPB -80a 8 13 

Goble .48 4 » 

Cxatmd 8 30 

CyprFti asm 2 

- D-D ■ 
n Ind 59 

DM3 209 

Dofcaad 99 

Dkidaa 1 

Ducat* 18 303 

Duplex .78 7 28 


M ' 9% 9% B%+ % 


Banyan STB 3-M % % 

B»ryRQ 2 «% 3% 1%- % 

BayUaa .70a 1 82 12 13% 12% W% . 

Beard X 5% B% - 9% - % 

BergBr .40 I3>400 24 % 23% 24%- % 

BicST 1 . 12 a n i n n<i w%- % 

Bktwa 120 9 1 29% 38% 29% 

CUoRA 19 S 14% 14% 14%+ % 

BtoomA .49 8 8 '8% ■% 8%-. % 

BtHrPb .M. « 8% * 4 “ % 

KS ^ » » A .1 

Bncn g 1 04 kin 12% 12% 12% 
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Monda y Inter view 

The man 
who would 
yet be king 

Lech Walesa, chairman of 
Solidarity, speaks to 

Christopher Bobinski 


W hen he looks back 
over the past 10 
years Mr Lech Wal- 
esa likes to say that he rarely 
put a foot wrong - a confi- 
dence born during his time of 
struggle. Then, as head of Soli- 
darity, eastern Europe’s first 
free trade union, or during 
martial law, he embodied 
Poland's wish to be rid of its 
co mmunist masters. But now 
he faces quite a different test 
on November 25, in his first 
electoral battle for Poland's 
presidency. 

Now a portly 47-year-old, Mr 
Walesa is the very image of the 
experienced trade union boss 
he never really was, given that 
Solidarity’s political functions 
were always more important 
than its Shop floor concerns. In 
his office on the second floor of 
Solidarity’s headquarters in 
Gdansk, a few yards away from 
the Lenin shipyard where the 
union's story began in 1980, Mr 
Walesa is relaxed. 

But downstairs in his cam- 
paign headquarters, where the 
communications equipment 
has been freshly installed, 
there has been just a little con- 
cern about reports that the col- 
lection of the 100,000 signa- 
tures he needed to he 
nominated was going more 
slowly than expected. Now that 
500,000 signatures have been 
amassed, the mood is more 
relaxed, but it still does not 
match the enthusiasm that 
accompanied last year's elec- 
tions, when Solidarity had lit- 
tle trouble getting nominated, 
then elected. 

Though activists in the camp 
of Mr Walesa's rival, Mr Tad- 
eusz Mazowiecld. the prime 
minister and once his friend, 
have collected fewer signa- 
tures. people are growing tired 
of Solidarity. They are wary of 
a movement that once prom- 
ised so much but now appears 
to be drifting in the face of the 
challenges thrown up by 
mounting unemployment and 
high inflation. 

A few days ago, Mr Walesa 
was convinced that he would 
be facing only Mr MazowiecU 
and that 80 per cent of the vote 
was in the bag. Now he is wor- 
ried that other, lesser candi- 
dates, such as the personable 
Mr Wlodzlmierz Cimoszewicz, 
backed by the Social Demo- 
cratic party (SDKP), once the 
Polish Communist party, or Mr 
Roman Bartoszcze from the 
biggest fanners’ party, the 
PSL, will take votes away from 
the front-runners and force a 
second ballot. This could hap- 
pen under a rule book which 
requires the winner of the first 
ballot to have 50 per cent of the 
vote. If the winner has less 
than 50 per cent, then the elec- 
tion goes to a second ballot 
where whoever has a simple 
majority is elected. 

Mr Walesa wants to get a 


large majority to enable him to 
steer the country sin- 
gle-handed in the tough times 
that lie ahead. "Democrati- 
cally, of course," he adds 
almost mechanically, well 
aware of suspicion that his vic- 
tory would herald a more 
authoritarian rule. But he 
says: "We will have strength in 
diversity bat also strength 
which creates unity." 

A second ballot which would 
create the necessity of doing 
deals with the lesser candi- 
dates to gain their support 
would dash his strategy. Mr 
Walesa believes he is the only 
man in the country, save per- 
haps for Mr Jacek Enron, a 
former dissident and now the 
labour minist er, who has the 
common touch which allows 
him to communicate with the 
people. 

Once be became president, 
social and political problems 
would be resolved by travelling 
around the country and 
explaining what he wants 
directly to the people. "That 
would be my rale as number 
one." What happens though 
when his arguments lose their 
persuasiveness? “They won't, 
m have new ones." Would he 
use force? “Never, I’d rather 
surrender." 

Mr Walesa criticises the gov- 
ernment for failing to make 
people understand its policies. 
“They haven’t been able to 
translate the great work 
they’ve done into everyday lan- 
guage. The nation can be per- 
suaded to put up with unpopu- 
lar things if it’s treated 
seriously. That’s what I'm 
going to do. I shall go against 
the popular trend if need be, 
saying: 'Stop, let’s talk.'" 

Mr Walesa accuses Mr Mazo- 
wiecld, with some justice, of 
being a politician who Is hap- 
pier in the role of eminence 
grise and ill at ease with 
crowds. "He can deliver a bril- 
liant speech In a basement to 
four mice and they won’t even 
applaud because they didn't 
understand." Now Mr Walesa 
judges that his greatest mis- 
take was that he did not chal- 
lenge the present coalition gov- 
ernment earlier this year when 
it became clear that the ancien 
regime was collapsing through- 
out eastern Europe. 

In August 1989 when Mr 
Walesa put forward Mr Mazo- 
wieckl as head of eastern 
Europe's first non-communist- 
dominated government, com- 
promises still had to be made 
with the then ruling establish- 
ment; leading communists 
stayed in key posts. The com- 
munists have now been forced 
to the sidelines and the politi- 
cal formula, according to Mr 
Walesa, had already outlived 
its usefulness nine months ago. 
But the economic policies were 
right, he says, referring to the 
government's IMF-approved 



Real enigma of the 


‘I shall go against the popular trend if need be 9 


austerity programme which 
has slowed inflation but pro- 
duced a foil in industrial out- 
put of more than 25 per cent 
Mr Walesa, who is sensitive 
about criticism that he is a 
populist, says he wants to 
build on the achievements of 
Mr Leszek Balcerowicz, the 
deputy premier and finance 
minister responsible for this 
economic policy. Indeed, Mr 
Balcerowicz could well be 
asked to bead the interim gov- 
ernment between the Novem- 
ber 25 presidential election and 
parliamentary elections next 
year. “Our direction would be 
Balcerowicz but with more 
market,” Mr Walesa says in his 
typical shorthand manner, 
which at times belies his claim 
to be a natural communicator. 

Now, however, in spite of the 
austerity package, money has 
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to be pumped into the economy 
to hasten the growth of small 
private businesses. The gov- 
ernment has a $3bn surplus" 
Mr Walesa says, referring to 
this year’s trade results. “Can 
you imagine how many bak- 
eries. garages, butchers you 
can set up with that' 1 

The vision is that of a rapid 
growth of the private sector 
providing jobs to refugees from 
the moribund industrial giants. 
“We want family businesses 
with dad the managing direc- 
tor, mum the trade unionist 
and the son the proletariat" is 
a favoured Walesa quip at 
mass rallies. 

Privatisation, too, has to be 
speeded up and the share of 
state-owned plant Mr Walesa 
says he wants to give away to 
people varies from 40 to 60 per 


cent Mr Walesa freely admits 
he doesn't know how to do it 
yet although the process has to 
be “both creative and moral". 
Details are left to trusted aides 
like Mr Jacek Merisel, once a 
design engineer at the Gdansk 
shipyard and a possible future 
minister who sits in on conver- 
sations in Walesa's office. Mr 
Merkel who is heading Wal- 
esa’s election campaign, 
emphasises that shares in 
state-owned companies could 
indeed be distributed free but 
on condition they would be 
manag ipri by investment trusts. 

The country’s $42bn debt is a 
problem which exercises Mr 
Walesa, who is convinced that 
the economy will not move 

unless a “50-year moratorium” 
on interest and capital pay- 
ments can be wrested from 
Poland's western creditors. He 
even suspects that “ many peo- 
ple and countries want to keep 
Poland stumbling along” and 
that this explains unwilling- 
ness to forgive the debt which, 
after all. was “lent to the com- 
munists”. The be ginning s of an 
economic recovery in Poland 
are essential he says, if the 
country is to stand a chance of 
being accepted into a united 
Europe in the future. 

As for foreign policy, Mr 
Walesa sees that Germany will 
be “busy with itself" for sev- 
eral years. He does, however, 
have reservations about what 
is happening in the Soviet 
Union. “It’s falling apart, 
republics are emerging. No one 
likes to lose, let alone 
empires,” he adds, warning 
that an attempt to retain unity 
could be made by the Kremlin 
by “conjuring up an external 
threat . . . That’s one of the rea- 
sons I*m now fighting for more 
unity here," he says, returning 
to the theme of his presidency. 

Flanked in his office by a 
small statue of Joseph Pflsud- 
skl a national leader who ran 
Poland with an autocratic style 
that included limiting parlia- 
ment’s prerogatives from 1926 
until his death in 1935, Mr Wal- 
esa does not deny he wants to 
play a dominant role as presi- 
dent. He sees himself as a 
guardian of the national inter- 
est who will oversee the gov- 
eminent and step in when he 
judges the need arises, using 
“peaceful arguments not 
force", be stresses. “The better 


Rethink on immigration curbs 


ACCORDING to popular 
sentiment, there are too many 
immigrants in France, and no 
doubt the same goes for most 
other European countries. Yet 
for reasons of economics and 
security, France and its neigh- 
bours will all in the medium 
term, have to think about a 
deliberate policy of controlled 
immigration. 

This will be a very unpopu- 
lar proposition. It makes no 
difference to say that France, 
like the US, has always been a 
country of immigration, or that 
the proportion of immigrants 
in France now is no greater 
than it was in the 1330s or at 
the end of the last century. It 
makes no difference to say that 
the large flows of primary 
immigration were stopped 
more than 15 years ago, and 
that present admissions are 
mainly family reunions. 

The feet Is that 68 per cent erf 
Frenchmen think there are too 
many immigrants now, accord- 
ing to a recent poll and even 
President Francois Mitterrand 
has imprudently conceded the 
existence of what he called a 
“threshold of tolerance". Mr 
Jean-Marie Le Pen, leader of 
the extreme right-wing 
National Front, maintains a 
buoyant score of about 15 per 
cent in the polls with his xeno- 
phobic rhetoric, and every so 
often the tension surrounding 
the immigrant co mmunity sets 
off a local explosion. 

For all these reasons, elected 
politicians will be anxious not 
to suggest that France needs 
an immigration, policy. But 
there are at least three factors 
which may force the idea onto 
the national agenda. The first 
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IAN DAVIDSON 

on Europe 

factor is demography, the sec- 
ond is eastern Europe and the 
Soviet Union; and the third is 
the Mediterranean and the 
Middle East. In combination 
they may well be irresistible. 

The essential demographic 
fact is that all industrialised 
countries, with the single 
exception of Turkey, have fer- 
tility rates which are below the 
replacement level according to 
a recent study by OECD. The 
shortfall is more modest In the 
case of France than in that of 
most of its European neigh- 
bours, and is sustained by the 
high birth rate among the 
immigrant population. But the 
bottom line is that the French 
population is not replacing 
itself, it will get older, and in 
time it wifi decline. 

The decline in the workforce 
wifi drag down the prospects 
for economic growth. At the 
same time the working popula- 
tion mil have to bear the grow- 
ing cost of pensions and medi- 
cal care for an increasing 
number of old people. As it is, 
France is already teetering per- 


manently on the edge of a cri- 
sis over the financing of its old- 
age pensions, and has so for 
been saved by the buoyancy of 
growth and social security con- 
tributions. The demographic 
curve will remove such provi- 
dential solutions. 

Compared with its European 
neighbours, however, France's 
fertility is relatively buoyant. 
In Belgium and Austria the 
population will start to decline 
this year, and in Spain from 
the end of the decade. Way out 
in front is the former West 
Germany, whose population is 
expected to shrink by 23 per 
cent over the next 40 years, 
from 61m now to 47m in 2030. 
Italy’s most recent fertility fig- 
ure was even below that of 
Germany. 

From the east and the south, 
meanwhile, there will be a 
large and rising demand for 
access to the prosperous coun- 
tries of western Europe. If eco- 
nomic reforms succeed in east- 
ern Europe, Ii will only be with 
heavy transitional costs in 
unemployment In the Soviet 
Union these transitional costs 
will almost certainly be accom- 
panied by political dislocations 
within and between republics. 
These disruptions will inten- 
sify immigration pressures, 
and the Iron curtain is no lon- 
ger there to contain them. 

The populations in the north 
African countries are rising 
fast (In spite of felling fertility 
in the Maghreb), and so are 
tbeir rates of unemployment 
France has long been the tradi- 
tional target of would-be emi- 
grants, but as France has 
closed the door, the pressure 
has been building up on Spain, 


Italy and other European coun- 
tries. 

One tell-tale of this pressure 
is the steep increase in applica- 
tions for asylum. In 1983, says 
the OECD, applications to 14 
European countries totalled 
75,000; in 1986 the figure was 
201,000; in 1989, for only nine 
countries, it was 288,000. The 
increase has been steepest in 
the three traditionally liberal 
Nordic countries. 

Nobody believes these migra- 
tion pressures can be con- 
tained by strict frontier con- 
trols, or that this is a police 
problem. European countries 
do not want to become police 
states; the open borders of the 
Single Market of 1993 will com- 
plicate the policing task; and 
all European countries depend 
on earnings from tourism. 

But in any case, Europe can- 
not close its eyes to the conse- 
quences of depressed fertility 
and the prospect of declining 
population. Sweden has 
recently been bucking the 
trend, with a fertility rate 
which rose sharply between 
1983 and 1989, though still 
below the replacement level 
But the general European 
trend is stable or downward. 

The key words there are gen- 
eral and European. In the 
absence of a miracle, Europe 
will need an immigration pol- 
icy. No single European coun- 
try can have such a policy on 
its own, because the internal 
and external pressures would 
just be too great What will be 
needed is a co-ordinated and 
controlled European immigra- 
tion policy, this is yet another 
reason why we need the Euro- 
pean Community. 


the economic and political situ- 
ation the less you will see of 
Walesa. If it’s worse you’ll see 
more of him", he says. 

His tactics until now have 
been to split the Solidarity 
movement into rival factions, 
thus giving Him the freedom to 
pick allies at will. This bolsters 
his own political position but it 
poses a threat for democracy in 
the future should he emerge as 
the sole leader with any 
authority. But for the moment 
he is encouraging an element 
of pluralism. 

Ironically this strategy of 
encouraging the growth of 
small parties and splits in his 
own camp has saved Poland 
from being run by a united Sol- 
idarity for decades to come. 
His rivals now in the Mazo- 
wiecki camp had originally 
aimed to build one big political 
movement based on Solidarity 
which threatened to give him 
merely a ceremonial role. Mr 
Walesa accuses politicians 
such as Mr Bronislaw Gere- 
mek. his former adviser, of 
seeking to close the movement 
to fresh blood. “I'm the one 
who brought in new feces, Tm 
the one who pressed for elec- 
tions. And they say they are 
democrats," he says. 


US budget panic 
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eldom, surely, has so lit- 
tle been gained at so 
much political cost. The 
1991 US budget is passed at 
last, and will ensure that while 
the actual 1991 deficit wifi set a 
new record, it will not be quite 
so big a record as it would oth- 
erwise have been. As a result 
of this effort consumer confi- 
dence has collapsed - the 21- 
point drop in the index this 
month is the biggest fall on 
record: Mr Bush's own 
approval rating has dropped to 
48 per cent; and the Republi- 
cans are going into the elec- 
tions in 10 days as underdogs. 

For what? The US national 
debt, which has tripled since 
Mr Reagan took office 10 years 
ago, will go on growing over 
the next five years: but 
whereas it would have reached 
84 trillion from its present 53 
trillion-odd. it will now per- 
haps grow to something over 
S3.5 trillion instead - and 
those figures are heroically 
optimistic. Even as the budget 
was passed. Mr William Seid- 
man was on Capitol Hill 
demanding a further $22bn to 
keep the thrift industry 
clean-up in business. Had he 
got his money, nearly half of 
the projected “saving" would 
have vanished in the first 
month of the financial year. 

At best, these arc quantita- 
tive changes; but they are 
hardly qualitative. If public 
debt is an abyss, as it has 
proved in some Latin. Ameri- 
can countries, the US is head- 
ing towards the abyss a little 
slower, but the turmoil of the 
last three months suggests that 
it is harder than ever to stop 
the slide in earnest If debt is 
manageable but a bit of an 
encumbrance, as European his- 
tory suggests, managing the 
US in future will be just a little 
less difficult; but that is all 

Now if the new budget was 
half a loaf and the president 
had asked for a much bigger 
cut, one could write down the 
whole episode as on heroic fail- 
ure: hut, in fact, he has 
achieved, in cash terms, almost 
exactly what he asked for. It 
can be argued in Mr Bush's 
defence that he also asked for 
some important reforms of the 
budget-making process which 
would have made a major qual- 
itative difference: but these 
were basically the same 



By Anthony Harris 
in Washington 


changes which the charismatic 
Mr Reagan had demanded 
daily throughout his presi- 
dency. Mr Bosh cannot seri- 
ously have believed that he 
would do much better. 

So one is left with the puzzle: 
why did the White House sud- 
denly panic about the deficit 
last summer? And if it did 
panic, why did it not demand a 
more effective attack on it? 
The tentative answers suggest 
a lot about the nature of the 
Bush administration. 

The original despair, accord- 
ing to well-informed reports, 
was almost entirely financial 
Mr Bush, to his credit, decided 
very early in his term of office 
that the thrift disaster must be 
uncovered and cauterised; but 
he has subsequently been 
dumbfounded by the sheer 
scale of it 2n the summer, the 
White House - or more accu- 
rately the well-connected Trea- 
sury secretory, Mr Nicholas 
Brody - began to fear that 
there might be an equal or 
still bigger - disaster brewing 
in the banking industry. (This 
judgment has now been 
endorsed on Wall Street, where 
bank equity now trades at 
yields that look like Third 
World bonds). A cut in Interest 
rates offered the only potential 
escape; but Mr Alan Greenspan 
at the Fed responded with his 
familiar theme-song: the mar- 
ket would never stomach a cut . 
in rates unless the deficit was 
tackled. What followed makes 
sense if it was simply meant to 


impress the markets: « bold 
display of political sacrifice 
(that of the no-tax ;pi edge) and 
bipartisan leadership, even U n- 
did not actually solve the prob- 
lem. 

This is just what you might 
expect from a patrician White; 
House, whose main, contacts 
with American realHy m 
through Wall Street, where the 
banking Is centred: and Texas, 
which suffered bank fellow 
and recession in the Reagan 
years. If is an old- fashioned 
Wall Street remedy for a Texas 
problem. But there were two 
grave faults with tids prescrip- 
tion, which prove the old say- 
ing about where good tote n- 
dons are liable to lead. • 

The first ts economic; the old 
conventional wisdom of the 
Street a Imply does not apply in 
today’s global market, andtiw 
budget will make almost no-: 
difference to world credit; 
demand, and so to Interest 
rates. This minodgmetit sadly 
confirms the low esteem to 
which Mr Brady and Mr Green- 
span are held among Wall 
Street professionals, and shows 7 : 
up a weakness to the White 
House: Mr Bush has no serious 
source of outside economic 
advice. ... 

- The second is a lack of serf- - 
ousness in Mr Bush himself.: 
He swallowed the camel, of 
raising taxes; but, as the public 
baa crane to suspect, -this is 
because he never seriously. ; 
meant the pledge in the first 
place. He strained, though, at 
the gnat of a capital gains tax - 
cut, which he had made into a 
totem of right-wing manhood, . 
for no good economic reason. 
The moderate Mr Bush Is 
always at Ms sUUeat and most 
obstinate when Is trying to 
look like a right-winger. ■ • 

His capital gains obsession 
soured the budget negotiations, : 
enabled the Democrats to paint 
the president as a friend of the ' 
rich; and as this cost became - 
clear, led the president Into 
dithering and tittering. His ill- 
judged joke, “Read my hips" .; 
when the TV cameras caught . 
him jogging; has done huge, 
damage to- his prestige. 

So the real lesson .of the 
whole affair is not economic. : 
or even party-political, hut 
bads to Oscar Wilde: the 
>rtance of being earnest 



CROSSWORD 


No.7,379 Set by VIXEN 



ACROSS 

2 Well-known, so there’s no 
nonsense over credit-notes 
19) 

6 Much inclined to walk with- 
out point (5) 

9 One just cannot see what’s 

SO en tertaining (5) 

10 Operating under pressure 
indicates impending 

chang es (9) 

11 It takes a tot perhaps to per- 
suade a woman folly GO) 

12 Transport for the young 
page to drive (4) 

24 Did some work on a car 
- crimson outside, jade 
inside (7) 

15 Earnest constituents will 
get as close as possible (7) 

17 Some joints could well 
require such security 
devices (7) 

19 A painter's underwear (7) 

20 Decide against taking part 
-fencyt (4) 

22 Managed to study, and after- 
wards went fishing (to) 

25 A complaint involving col- 
our (9) 

26 Pay tribute out of fortune 
when retired (5) 

27 Earthenware figure left for 
repair {5) 

28 Upsets superior and goes (S) 

The solution to last Saturday’s 
with names of winners on ~ 


DOWN 

1 The new man or woman (5) 

2 A chart showing the current 
changes (4-5) 

3 Offering growth potential, 
this is hi g hl y regarded in 
the city (4-6) 

4 Wait around bored, it may 
be (7) 

5 Sw elling p imihpr harking up 
a medical specialist (7) 

G For drainage all over a little 
cash is needed (4) 

7 Same wines (terrible ones?) 
contain such a compound 
(Si 

8 Circumference of a Middle 
Eastern spirit measure (9) 

13 Masculine beast, not heart- 
less but vindictive (10) 

14 Withdrew, having discerned 
corruption (9) 

16 Steps a person can take to 
make getting up effortless 
<9) 

18 A heavenly sign - with a 
sting in the tail! (?) 

19 Deliver plant without 
charge (3,4) 

21 Artist's equipment found hi 
oriental jumble-sale (5) 

23 Carries out about fifty par- 
cels (5) 

24 Handled certain material (4) 


puzzle will be published 
November 10. 
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Chancellor Kohl explains 
his country’s changing 
role in Europe, Page 2 


Germany has 

regained national 
unity after 12 months 
of unprecedented 
change. But the new 
state faces some severe tests; 
while helping to shape tomorrow’s 
Europe, the German people must 
also learn to grow together as a 
nation. David Marsh investigates 

United and 
yet disjointed 

ft jpds the best of tones, it was switched off East Berlin's 
the worst of times, it was the life-support machine and left 
age of wisdom, it teas the age of the patient to collapse. Every- 
foolishness, it teas the epoch of one was taken by surprise, Mr 
bctief. it vms pie epoch of incre- Kohl included. He said two 
dulily. it was the season of years ago in Moscow that he 
light, it was the season of dark- did not think he would live to 
ness, it was the spring of hope, see reunification. 
it was the winter of despair. The revolution east of the 

Elbe was virtually bloodless. 
ANOTHER time, another Having ceased to believe in 
place, another context - and their own future, the grandfa- 
yet Cbarles Dickens' epic therly despots led by Mr Erich 
words from his 1858 novel A Honecker shuffled obediently 
Tale of Two Cities, provide an off stage. Unity with the stable 
apt description of today’s mood and prosperous West rapidly 
in Germany, united and at the became the only alternative, 
same time disjointed. The preamble of the Federal 

After a far longer period Republic's 1949 constitution 
than most people predicted in states: “The entire German 
the early 19506, but much people is called upon to 
quicker than nearly anyone achieve in free self-detennina- 
could have foreseen only a turn the unity and freedom of 
year ago, the. nation rent apart Germany." Now they have 
in the aftermath of Hitler's war achieved it. Germany has 
has come together again. The changed, and with it Europe. 
Germans, and their neigh- But there has been more worry 
hours, are stm getting over the than rejoicing, 
shock. : Euphoria after the breaching 

Unification is a triumph for of the Wall last November 
West Germany. The ending of lasted only a few weeks in the 
the Cold War has brought West, a few months in the 
unexpected success for Chan- East. There has been no paean 
cellor Helmut KohL His dogged • of nationalism, 
march towards the Fatherland Unity Day on October 3 was 
turned into a stampede once celebrated around the country, 
the Soviet Union, by refusing to the strains of the German 
to intervene militarily in. east national anthem: “Unity and 
Germany last autumn. Right and Freedom for the Ger- 
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man Fatherland." But most 
people in the crowds gathered 
at midnight on October 2 in 
front of city halls did not even 
know the words, let alone sing 
them. The festive fireworks lit 
up the night skies with a cas- 
cade of mixed emotions. 

The eastwards sweep of mar- 
ket economics has brought 
pain as well as relief. Unity has 
generated an economic upturn 
in west Germany, but is likely 
to have cut output in east Ger- 
many by 10 to 20 per cent this 
year in an inevitable process of 
creative destruction. 

Though division is over, 
there are still two Germ an ys. 
The 16 Lander (states) of the 
new Germany will be more 
noticeably split along lines of 
income, attitudes, and experi- 
ence than the relatively 
homogenous 11 states of the 
old Federal Republic. Com- 
pared with the former Federal 
Republic, the enlarged Ger- 
many will be economically 
stranger over the longer term. 
Shorter term, however, it will 
be poorer - and more vulnera- 
ble to any world economic 
downturn ensuing from reces- 
sion in the US and the Gulf 
crisis. 

Bonn government leaders 
did not foresee the extent of 
economic dislocation in the 
east caused by the introduction 
of the D-Mark on July 1. Nei- 
ther did they anticipate the 
size of west German public sec- 
tor flows needed to top up east 
German incomes, renew infra- 
structure, clean up the envi- 
ronment and alleviate social 
hardship. 

Bonn officials believe that 
unemployment east of the Elbe 
could reach 2m next year 
before starting to descend. The 
counterpart has been an explo- 
sion of overall German public 
sector borrowing, totalling 
about DMlOObn this year, 
DM120bn or more next year. 
Trying to make up in vigour 
for what he lacks in plausibil- 
ity, Mr Theo Waigel, finance 
minister, has said that unity 
can be finan ced without tax 
increases next year. 

Lifting the veil from 45 years 
of post-war totalitarianism has 
freed the energy of l&n east 
Germans. In a few years’ time 
they will almost certainly be 
living in one of Europe’s fast- 
est growing regions. 

Yet the transition is forcing 
the inhabitants of the former 


communist state to come to 
terms with an uncomfortable 
past, in which all too many 
participated in, or profited 
from, tiie oppression and the 
misrule. 

In domestic politics, Mr Kohl 
has reaped impressive benefits. 
His Christian Democratic 
Union (CDU) is clear favourite 
to win the December 2 general 
election. In state elections two 
weeks ago. the CDU won in 
four of the five recreated east 
German Lander. At a time 
when east Germans are more 


worried about being starved of 
capitalism than of being 
exploited by it, the Right prof- 
its from the belief that it is the 
party of money. 

Mr Kohl has been in no 
mood to enjoy the fruits of vic- 
tory. Mr Wolfgang Schanble, 
interior minister, a close ally 
and confidant, and probably 
the most able man hi the Bonn 
cabinet, was gravely injured by 
a deranged gunman on October 
12. Germany is efficient in 
organising its gross national 
product, but not in protecting 


its most valuable public fig- 
ures. 

On the foreign policy front, 
there are also disturbing tones. 
The speedy conclusion of the 
“2 plus 4" talks between the 
two German states and the 
four Second World War victors 
was an important diplomatic 
accomplishment. 

But now that President Gor- 
bachev has agreed that a 
united Germany can remain in 
Nato, Germany has to make up 
its mind with the rest of the 
alliance on what sort of Nato it 


Debate over monetary 
union is centred on 
the Bundesbank, Page 12 


wishes to see in coming years. 

The much-vaunted ending of 
the post-war era could bring 
down the post-war institutions. 
The obligations of collective 
security at the heart of Nato - 
and maybe the organisation 
itself - are unlikely to survive 
for too many years after reuni- 
fication. Once the Soviet troops 
complete their pull-out from 
east Germany by end-1994, 
pressures will accelerate for 
the Nato forces in west Ger- 
many to leave. 

Similar trials are in store 
over European political and 
economic integration. Mr Kohl, 
intentionally or not, sold Mr 
Mitterrand a pass in April 
when the two leaders agreed in 
a communique worked out in 
secret between the Chancel- 
lor’s Office and the Elysee: 
“Our objective is that these 
fundamental reforms - eco- 
nomic and monetary union as 
well as political union - 
should come into force on Jan- 
uary 1 1993, after ratification 
by national parliaments.” 

Mr Kohl did not consult the 
Bundesbank about this highly 
ambitious monetary union 
commitment. Since then, the 
central bank has been mount- 
ing a muscular campaign to 
make sure that its scepticism 
is heard by alL 

Thus the language of the lat- 
est Kohl-Mitterraod communi- 
que, after their meeting in 
Munich last month, was 
watered down. The two leaders 
declared only to aim for ratifi- 
cation of new treaties on politi- 
cal and monetary union by 
end-1992, but said nothing 
about when monetary union 
could enter into force. 

Patching up misunderstand- 
ings with Paris is only one of 
Mr Kohl's challenges. He has 
to convince Moscow that a uni- 
fied Germany really will be in 
the Soviet Union’s best interest 
- and hope that Mr Gorbachev 
will be in power in a few years' 
time to reap the benefits. 

By clinching unity, Mr Kohl 
has brought off an audacious 
feat, and perhaps prepared 
Germany and Europe for a new 
age of shared prosperity. How- 
ever, over the next few years, 
he has to wade through a sea 
of problems. The Chancellor 
has to juggle East and West, 
costs and gains, short-term 
risk and long-term opportu- 
nity. His balancing act is not 
yet over. 
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The VULKAN GROUP - the largest association 
of German shipyards - sees its role in the stabilization 
of European shipbuilding as having been successfully 
launched. 

National boundaries have an increasingly 
diminishing significance in world markets. Continental 
thinking is the order of the day. This new challenge 
to European shipbuilding is a determining factor in the 
policies of the Vulkan Group. 


Collaboration among the European shipbuilding 
industries, a collaboration in which we are a committed 
partner, is there to consolidate the competitive 
technological edge of European vessels on the world’s 
oceans, and to mutually develop European maritime 
technology to a continental strongpoint 


■ T H1V ULK A N G It O U P 

Shipbuilding: A yardstick for European technology. 
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Chancellor Helmut Kohl reviews the post-war architecture of Europe and Germany s role in the pursuit of Eur opean integration 


DURING 1989 and 1990 we 
have all witnessed rapid politi- 
cal, economic and social 
change in central and eastern 
■ Europe. The post-war architec- 
ture of Europe seemed stable 
- but this change revealed 
how fragile it really was. A 
stable peace order cannot be 
built od the basis of the irre- 
versible antagonism between 
democracy and dictatorship. 

The question of the architec- 
ture of tomorrow’s Europe 

now demands an answer. It is 
directed not least at the Ger- 
mans, at the heart of what was 
until recently a divided conti- 
nent. With the ending of divi- 
sion, the Germans have 
regained full sovereignty. 
However, in an age of increas- 
ing political and economic 
inter-dependence, national 
sovereignty is not an object of 
value in itself, bat is a tool to 
be wielded responsibly, in a 
spirit of partnership. This 
implies, among other things, a 
willingness to share sover- 
eignty by progressing towards 
European Integration. 

The Germans have achieved 
unity in full accord with tbeir 
friends, partners and neigh- 
bours in East and West. And 
they are aware that the main 
factor permitting the people In 
the west of Germany, particu- 
larly in West Berlin, to live in 
peace and freedom for over 40 
years was the solidarity of the 
Three Powers - the US, 
France and Britain. These two 
experiences underpin the Ger- 
mans* positive attitude 
towards European integration 
and towards further develop- 
ing the Atlantic partnership. 

Integration and cooperation 
are the important concepts for 
shaping tomorrow’s Europe. 
At the same time, they signal 
the definitive rejection of the 
1 9th century order in Europe, 
which proved incapable of 
ensuring durable stability. 
Where power is exercised by 
common institutions, there is 
no- longer any room for the 
national rivalries and quest 
for dominance of bygone ages. 

The struggle to achieve a 
balance of power has been 
superseded by the search for a 
sensible balance between the 
authority of a supranational 
community and the rights of 
its members. In thi s sense the 
future belongs to federalism, 
and the sharing or central and 
regional power, as a model for 
the Europe of the Twelve - 
and beyond. 

Rc-establishment of German 
unity on October 3 did not 
bring the birth of a new state. 
■Rather, five new federal 


Voice of harmony that stills national rivalry 


Lander and the eastern part of 
Berlin acceded to the Federal 
Republic of Germany. The con- 
tinuity of the basic policies 
which for four decades deter- 
mined the path of the Federal 
Republic - and ultimately cre- 
ated an environment making 
reunification possible - is 
thus assured: at home, com- 
mitment to democracy based 
on the rule of law and the 
social market economy, exter- 
nally, further Integration into 
the community of free western 
states. 

The vast majority of people 


German unity on 
October 3 did not 
bring the birth of 
a new state 


in the former German Demo- 
cratic Republic (GDR) wanted 
this continuity. Ample proof 
came in the Volkskammer 
elections on March 18. We ful- 
filled this fervent wish with 
the treaty establishing mone- 
tary. economic and social 
onion and with the Unification 
Treaty. We have thus laid the 
foundations for economic 
upturn and prosperity in the 
whole of Germany, as well as 
for the continuation of our 
role in the European Commu- 
nity and the Atlantic Alliance. 

In the wake of October 3, 
east Germans’ confidence in 
their economic future has 
grown considerably. Not the 
least indication of this is the 
large number of new compa- 


nies set up this year. Banks, 
commercial enterprises and 
the service sector are building 
up extensive branch networks, 
creating thousands of Jobs. 

The vast majority of people 
fully realise what a dreadful 
state the economy of the for- 
mer GDR was in, and the 
extent to which Its infrastruc- 
ture, building and environ- 
ment were neglected for 
decades. But economic regen- 
eration is under way. In spite 
of high interest rates, there is 
no sign of investment activity 
slowing down. This is true 
both of private investors and 
public capital spending. 
Roughly half of companies 
sampled in a recent survey by 
one of Germany's best-known 
economic research Institutes 
said they intended to invest in 
east Germany by die end of 
1991. 

Experience so far of German 
monetary Mud economic nnlon 
has shown that the people in 
the former GDR have used 
their D-Marks responsibly. 
They are taking advantage of 
the new savings and invest- 
ment possibilities. Even with 
lower prices, a wider choice of 
better quality goods, and 
increased purchasing power 
for employees and pensioners, 
the “shopping spree” forecast 
by many did not materialise. 
This offers opportunities for 
all - not just Goman busi- 
nessmen. 

It is not too early to say that 
the process of German unifica- 
tion has given European inte- 
gration a significant lift. 
Reunification of oar Father- 
land gives us an incentive and 


The Brandenburg Gate (above) In December 1989, after the 
wall had begun to crumble. 

CftaneeJfor KoM (right): convinced (hat his country’s unit y, as 
symbolised by tfie flag of Germany outside the Reichstag 
(below), can help European Integration 


an obligation to reinforce 
what we have built up with 
our allies and partners over 40 
years. We consider as one of 
our foremost future tasks the 
fulfilment of the mandate in 
the preamble of onr Basic 
Law: to play an active role to 
build a united Europe. This 
mandate has always bees 
placed on a par with our obli- 
gation to achieve in free 
self-determination the unity 
and freedom of our country. 

The EC is the core of, and 
the foundation for, the unifica- 
tion of Europe. In line with 
the vision of its founding 
fathers, we wish to develop the 
Community Into European 
Union. The single European 
market, to be completed by 
December 31 1992, is only an 


Intermediate stage - albeit a 
very important one - an this 
route. 

On the basis of the initiative 
1 put forward with President 
Mitterrand on April 18. 1990, 
two intergovernmental confer- 
ences on economic and mone- 
tary union, as well as political 
union, will open In Rome in 
mid-December. Our aim is to 
condo de these conferences in 
good time so that their results 
can be ratified by EC member 
states by December 81 1992. 

Only if these reforms reach 
a successful conclusion will 
the European Community be 
able to meet the challenges 
faring It internally and exter- 
nally. Only then will It be able 
to shoulder its share of politi- 
cal Mnri e c o nomic responsibil- 


ity for the whole of Europe 
and towards its par t n ers In the 
world. 

Our aims In the process are 
as follows: 

• We want to increase the 
powers of the European Parlia- 
ment in time for the next 
European election in 1994. Our 
democratic principles -will 
allow the transfer to the Com- 
munity of further rights' of 
■national p»rifawi«nte and gov- . 
eraments only if, as a counter- 
weight, distinct parliamentary 
controls are guaranteed at a 
European level. 

• We wish steadily to 
increase the efficiency of the 
Community’s inatWnHmy . Our 
model is a “citizens' Europe". 
We reject all forms of bureau- 
cratic centralism. In tomor- 
row’s Europe, nations and 
regions must be able to pre- 
serve and cultivate their own 
traditions. We therefore call 
for the creation of an advisory 
committee on which the Indi- 
vidual regions are repr esen t e d. 

• We seek tangible progress - 
on a common foreign and seen-, 
rity policy. We require an 
effective range of instruments 
to advance our common inter- * 
ests in the world. 

• We must resolutely pursue 
European economic <md mone- 
tary mdon. To this end, we . 
need a solid', economic and 
financial foundation. . for 
which the Delors committee 
gave important guidance. 


Monetary stability, healthy 
public finances w iwf • an inde- 
pendent future European cen- 
tral banking system are of ern- 

rinl I m pf iT iiiiipp ' 

Only a European community 
strengthened internally can be 
a driving force in the pan-Eu- 
ropean process. Europe does 
not end at the Oder and Neisse 
rivers. The people in Poland. 

There will be no 
cracks in the 
united Germany’s 
foreign policy 


Czechoslovakia, Hangary and 
the other countries of central 
and south-east Europe require 
a European pe r spective. The 
same applies to the Efta conn- 
tries, with which we enjoy 
dose co-operation. We wish to 
create with titan a European 
economic area, which could 
l ywiwn a model for the whole 
of Europe to grow together. 

It most not, however, simply 
be 'a matter of admitting as 
many countries as possible 
Into the EC. Such a strong-arm . 
act would not leave the Com- 
munity unscathed. The fatal 
result would be that the EC 
would be reduced to the level 
of an elevated free trade zone: 
Precisely what was not - and 
is not — onr aim In unifying 


Europe- Hence those whowant 
the political unification of 
Emope must restrict aocrasioo 

to the Community* for tM 

foreseeable fatnre. to thos* 
countries which are 
and able to create the Euro- 
pean Union* without reserva- 

** This does not alter the Com- 
inanity's need to be more ener- 
getic in supporting the suc- 
cessful continuation of 
reforms In central and eastern 
Europe, and in raising 

■ co-operation with these coun- 

frteTand "I th ^ °? t0 J 

new plane. The envisaged 
co-operation and association 
agreement are essential tools 
towards fols aim- „ 

Our goal of unifying Europe 
requires an overall umbrella 
of structures for political and 
economic co-operation, ana tor , 
security matters. The process : 
of security and cooperation in 
Europe, the CSCE, has been of . 
inestimable value in overcom- : 
ing the divisions in our conti- 
nent. It also provides a forum 
to press for further progress in 
disarmam ent and arms con- 
trol. 

We attach- particular impor- 
tance to further expansion of 
the CSCE, not least in view of 
the Atlantic partnership 
between the US and Europe. In 
coming years it will be impera- 
tive not simply to maintain 
-.relations between US and a 
coalescing Europe, but indeed 
to intensify them. This .can be 
accomplished through further 
development of the Alliance - 
whose rdison-d'etre certainly 
does not rest on perpetuating 
conflicting images - and 
'through more co-operation 
both at the EC and CSCE level. 

One of our greatest chal- 
lenges is to involve the Soviet 
_ Union ever more closely in. the 
~ task of shaping Europe's 
future — politically, economi- 
cally, culturally «"d in secu- 
rity questions. Decades of 
East-West conflict have caused 
. many -to forget that the peo- 
. pies in the Soviet Union are 
'linked with Europe not just f 
geographically, but through ' 
their history and culture. At 
last, these tinlw can now be 
turned to political benefit. 

One thing is certain: there 
- will be no cracks in the united 
Germany's foreign policy. This 
Is, and will remain, a policy of 
peace. Its- axioms are under- 
standing and reconciliation. 
Onr standards and priorities 
will -remain unchanged, 
.because they have proved their 
worth. They will remain the 
compass guiding ns towards a 
good future. 


i t-K . 
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Sir Julian Bullard looks at the impact of unification on neighbouring states 

feed the country’s western roots 


A SAFE place to hide a striking 
quotation, one might think, would, 
be In volume two of the life : of 
Disraeli by Monypenny and B uckle 
But Disraeli's words leap off page 
473a 

"Let me Impress upon the atten- 
tion of .the House the character of 
this war between France and Ger- 
many. It is no common war. 
the war between Prussia and Aus- 
tria. or like the Italian war In which 
France was. engaged some years 
ago; nor is it like the Crimean War. 
This war represents the German 
revolution, a greater political event 
then the French revolution of last 
century . . ..Not a single principle 
m the management, of our foreign 
affairs, accepted by all statesmen 
for guidance up to six months ago, 
any longer exists . . . The balance 
of power has been entirely 
destroyed, and the country which 
suffers most, and feels the effect of 
this great change most is England.” 

As leader of the Opposition, Dis- 
raeli was speaking in the Debate on 
the Address on February 9, 1871. 
The House had dispersed the previ- 
ous August as the Franco-Prussian 
War got under way, and It reassem- 
bled six months later, a normal 
interval in those days, to find it 
nearly over. Disraeli was lamenting 
not the victory of Germany or the 
defeat of France - his speech 
shows no great sympathy feu either 


Time to 

side - hut the destruction of the 
balance of power, the central princi- 
ple of British foreign policy and the 
unravelling of the nexus of treaties 
on which Britain had been relying. 

Fast-forward now to The Specta- 
tor of July 14, 1990, and here is Mr 
Nicholas Ridley; “We*ve always 
played the balance of power in 
Europe. It has always been Britain’s 
role to keep these various powers 
balanced, and never has it been 
more necessary than now, with Ger- 
many so uppity.” 

Who would have thought that the 
squires of Hugh eaten Cirences- 
ter had 60 much in common? But in 
truth it is the European situation 
which is repeating itself, not just 
the Conservative Party. The war 
now ending in Europe is the Cold 
War. It had lasted not six months, 
but close on 45 years. The chief win- 
ner is Germany. And ttw hnianna of 
power, for those who still think in 
such categories, has changed. 

What is important is not simply 
the feet of German unification, out 
the conditions in which and on 


which it has been achieved. The 
actual merging of east into west 
Germany will be a slow, laborious, 
untidy apij expensive business, as 
anyone may see who picks their 
way through the “Treaty on the 
Es tahUghmrm* of Unity of GCT 
many” signed an August SI, with its 
majestic annexes and supplemen- 
tary statements. The east-west eco- 
nomic differential will taka many 
years to fade, and may never disap- 
pear altogether. Germany’s frontier 
has advanced some 180 miles fur- 
ther east, but its centre of gravity 
has moved only from round about 
Marburg to somewhere near Wei- 
mar, and there is talk of the seat of 
government perhaps staying in 
Bonn after all, ins tead of moving 
hack to Berlin. 

The question is not what capital 
the country will have, but what 
character. Will the new Germany be 
more than the aid Federal Re pnhHr 
expanded by 43 per cent? If so, in 
what way win it be different? When 
this question was put to Mr Lothar 
de Maizfere, the first and last freeiy- 


aiartpd prime minister of east Ger- 
many his reply was that it would be 
“more Protestant, and more east- 
ern.” The first of these qualities is 
the Germans’ own business. The 
role of the Church in the decline 
and fall of the GDR was remark- 
able, hut I wonder if it was not 
specific to that particular period. 

But “more eastern”? Here we 
enter the ground covered by those 
two other recent tr e a ti e s , the Two- 
Plus-Four agreement of September 
12 and the German-Soviet Treaty 
initialled by the two foreign minis- 
ters a day later. Taken together, 
these two documents must inevita- 
bly involve a shift of position and a 
change of course on the part of 
Britain’s most important partner 
and ally in Europe. 

Those obsessed with the word 
“sovereignty” will find that the 
Two-Plus-Four Treaty restores it in 
fell to Germany, but the small print 
spells out the special regime to be 
applied to what was the territory of 
east Germany: Soviet troops to be 
withdrawn, but only by the end of 


1994, and after that no non-German 
forces to be stationed there, and no 
nuclear weapons. 

So it is unification on conditions, 
and two of these are terms which a 
year or two ago would have been 
aTigfhpmn tw Rnnri, namely a nucle- 
ar-free zone in central Europe and 
the “aingularfeation" of part of Ger- 
man territory. What makes these 
tilings palatable today rfm only be 
the general context, and the feet 
that they were freely accepted by 
the government concerned - as 
freely as Austrian neutrality was 
accepted by Austria in 1955. 

In those days we used to snecu- 
late about something called “the 
Ger man card”, moaning an offer by 
Moscow to concede German unifica- 
tion in return for German neutral- 
ity. Well, the card was played in the 
end: the Soviet opening position in 
the Two-Plus-Four talks was that 
German membership of Nato would 
never be acceptable to the Soviet 
people. But by that time Moscow’s 
partner was on Its last legs. So the 
card proved to be only half a card, 


and it took only half the trick. 

The most vaguely formulated of 
those three treaties and thus poten- 
tially the furthest-reaching, is the 
bilateral one awaiting ratification in 
Moscow and Bonn. 

This ium m its the two countries 
to collaboration in everything from 
arms control to language stu d ies, 
not forgetting German help for the 
Soviet economy. In the event of 
aggression against one party, the 
other will not help the aggressor, 
which amounts to a kind of Non-Ag- 
gression Plus. But the stated joint 
political goal is to convert the CSCE 
(the Helsinki process) from an occa- 
sional gathering into a body with 
permanent institutions. The Ger- 
man vocation, said Mr Hans-Die- 
trich Genscher. foreign minister, is 
to lead together the peoples of 
Europe. 

If thin rtiwi is the German per- 
spective, where does it leave Ger- 
many’s western partners? 

France still has the Franco-Ger- 
man special relationship, now in its 
28th year, and the recent meeting in 


Munich showed what pressure this 
is under. But Britain? 1 fear we may 
be entering a period when the 
downside of pragmatism starts to 
show. We always knew that the 
UK’s special position in Germany 
was linked to the survival of east 
Germany, which meant that it was 
highly precarious. Yet, I am not 
aware that we systematically, as 
distinct from instinctively and 
selectively, sought to build up a 
structure of mutual influence and 
dependence to take the strain of the 
Anglo -German relationship on the 
day when the Wall would come 
down and the last British troops 
would climb into an aircraft at RAF 
Gatow and fly off to the west, down 
what was the Central Air Corridor. 

The winding down of these rights 
and responsibilities will take a little 
time yet, thanks to the Soviet plea 
for the delay, which gives us the 
opportunity to ponder what more 
we might do to strengthen Ger- 
many's roots in the west against the 
suction from the east 

It is hard to imagine that answers 
could lie anywhere else than in 
Nato. the Western European Union 
and the European Community. If 
the first of these is destined to 
recede in importance, it could 
become an urgent task for the sec- 
ond to reinforce the third. 

The writer was UK Ambassador to 
West Germany, 1984-58 


PRESIDENT Richard von Weizs&cker, 
who on October 3 became the head of 
state of all Germany, enjoys promi- 
nence and popularity without real 
political power. As the nation gears 
up for the task of unification, the 
president is serving notice that he 
will be playing an active role in trying 
to make it a success. 

The president is supposed to be 
above the rough-and-tumble of daily 
politics. With the approach of the gen- 
eral election on December 2, be will 
keep out of the direct spotlight But 
from below stage, his voice will still 
be heard. The message from the presi- 
dent who has become the conscience 
of the nation is above all that, at this 
of all times, he will not keep quiet 

The president’s well-practised patri- 
cian bearing does not stop him from 
descending into mforfiief from time to 
time. Although he and Chancellor 
Kohl are both from the Christian 
Democrats, Mr von Weizsficker seems 
to take occasional pleasure from aim- 
ing political darts into Mr Kohl’s 
thick hide. Fart of Mr von Weizsack- 
er’s theme was spelled out in his mas- 
terly Unity Day address in Berlin. The 
president succeeded, with words of 
uncomplicated elegance, in charting a 
course joining up the hopes of the day 
with the challenges ahead. 

A good deal ofMr von Weizsacker’s 
prowess at the podium reflects timing 
and delivery. He finished with a fine 
from Schiller’s Ode to Joy. (To give 
the Ge rman Democratic Republic a 
half-dignified exit, the political estab- 


David Marsh profiles the man who has become the conscience of the nation 

The bridge-building president 


lishment had attended a performance 
of Beethoven’s Ninth Symphony in 
the East Berlin Schauspielhaus the 
previous evening.) 

Unity was a “divine spark", said Mr 
von Weizsficker devastatingly, and 
that was the end of the speech. Next 
day, in the Reichstag, Mr Kohl opened 
the first of the united Bundes- 

tag by stumbling over a set-piece 
address put together on the word-pro- 
cessor with doggedness but no great 
imagination by his speech-writers. 

Ur Willy Brandt, replying for the 
Social Democrats, said that that the 
president’s address had been more 
convincing. Mr von Weizsficker, sit- 
ting in the visitors' gallery, arched np 
his eyebrows in theatrical surprise - 
but must have been pleased all the 
same. To his audience at home and 
abroad, Mr von Weizsficker is trying 
to ram home several central paints: 

.§ He believes that overcoming the 
psychological gap - as well as the 
economic gulf - between east and 
west Germans will be a key task for a 
long time. As he put it in his Berlin 
speech, “we cannot deny how much 
divides us stDL" The president is wed- 
ded to the idea of Germany becoming 
a “bridge” between the nations of 


Europe. But, as his visits to east Ger- 
many are HmmH to wnHertinfl in com- 
ing months, he also sees his role as 
hBipiwp to hrirtg p thp differences in 
mentalities, experiences and expecta- 
tions in the two halves of the natimi. 
• Using words which (unknown to 
him) were very similar to those writ- 
ten by ex-Chancellor Helmut Schmidt 
in a newspaper article published ‘the 
next day, Mr von Weizsacker said in 
his Berlin speech: “Unity win not sim- 
ply be financed with high-yielding 
bonds.” Eye-witnesses say that Mr 
Kohl, sitting in the f ront row, winced 
slightly. This was a coded way of tak- 
ing the government to task for not 
having done enough to restructure 
budgetary spending to divert funds to 
east Germany. Mr von Weizsficker’s 
remark was also a hint- — though no 
more - that the president may back 
the Opposition line in fevour of tax 
increases to fund unity next year. 

The opportunity fix: big cuts in sub- 
sidies does not appear very great ft is 
gi gnifirant that tiie president — a for- 
mer mayor of west Berlin - does not 
think much of plans to cut central 
governing funding for tha city now 
that east and west Berlin are strug- 
gling to grow together. 


• The president believes Germany 

has to keep up the Tnnmentimi in both 
widening and deepening the Euro- 
pean Community - a tall order. He 
wants the government to press on 
quickly along the road to monetary 
union, even though this is opposed by 
a strong coalition including Mr Karl 
Otto PohJ, the Bundesbank president, 
Mr Theo Waigel, the finance minister , 
and Mr Otto Lambsdorff, leader of the 
Free Democrats. Mr Pfihl has already 
been overridden on German monetary 
wninn; the president is not the only 
one wondering if it will happen again. 

Mr von Weizsacker feels that a way 
will have to be found to steer between 
tiie Scylla of Germany’s reluctance to 
give up the stability of the D-Mark-an- 
cfaored system, and the Charybdis of 
other countries’ unwillingness to 
accept a monetary system dominated 
by the Germans. He doubts whether 
Britain’s full membership of the Euro- 
pean Monetary System proves that 
Mrs Margaret Thatcher has become 
European-minded. Because It will give 
London the opportunity to block 
Emu, it cniild he just tha opposite. 

• In Mr von Weizsacker’s most cele- 
brated speech to date, in May 1985, 
marking the 40th anniversary of Ger- 


many’s capitulation, he said: “Anyone 
who closes his eyes to the past is 
blind to the present Whoever refuses 
to remember the inhumanity is prone 
to risks of new infection.” 

However, the president is now beat- 
ing out a different tone. Suspicions 
fi broid — above all in En gland (and 
here he means particularly 10 Down- 
ing Street) - that German unification 
disrupts the “balance of power” in 
Europe are based on an over-preoccu- 
pation with the past At this juncture, 
Mr von Weizsficker likes to paint out 
that if Lord Castlereagh, Britain’s for- 
eign secretory at tiie Vienna Congress 
in 1815, had not insisted on giving the 
Rhinaland (including the industrial 
potential of the Ruhr) to Prussia 
fnatpad of Saxony, as the Prussians 
had wanted, then a lot of later prob- 
lems could have been avoided. 

As it is, after four postwar decades, 
German thought and German govern- 
ment are now firmly “westernised”, 
Mr von Weizsficker believes. There is 
no danger of a “third way” or an 
eastwards drift That is why, he said 
in Berlin, Germany's borders must no 
longer be dividing lines, but 
“bridges”: east and west but mostly, 
one cannot help thinking, east 
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Francois Heisbourg analyses how the politicians in Paris have approached Franco-German relations since mid-1 989 

nr /r.— 'economic card. lx 

prtri Lost opportunities and new challenges svsSg 


oI/reach-German 
STS feM-1989 is a case 
better-than-average 
can be foUowed by &■ 
Policy, in essence. 
111001118 In its rela- 
with a uniting Germany, in 
revolutionary period when every 
was worth a year of “normal 

Fmn^ OIOa I D * to be seen whether 
cm make up for the oppor- 
S* 1 between November 
***• and whether 
fafnJ'IHJj? Portion to success- 
*? eel the challenges flowing 
™ y tbe aostanoe of a united Ger- 

the weeks preceding the 
of the Berlin Wall the 
generated in Paris on the 
J^®an question was of quite good 
jESJi this was reflected in 
i ^ es *dent Mitterrand’s press confer- 
of November a, when he stated 
tent i do not fear reunifica- 
!r ® A - * 1 think 11 18 legitimate for 
ute Germans to desire re unificatio n 
if they want it". 

^ This understanding of the nature 
of events compared favourably with 
™at was occuring at the same time 
m London and Moscow. However, 
as in another case - that of 
France’s early and accurate under- 
standing of the threat to the Shah's ' 
regime in Iran in 1978-79 - appro- 
^nate ^analysis was followed by 


At the end of November, France 
over-reacted to Chancellor Kohl's 
10-point speech in the Bundestag. 
Admittedly, the Chancellor’s lack of 
consultation was regrettable, but 
France was for from singled out as 
a victim, as other countries - and 
indeed West German politicians - 
can attest 

This was followed by the 
impromptu Mitterrand-Gorbachev 
encounter in Kiev in December, 
suggestive of a precautionary 
search for a new “alliance de revers " 
which a Soviet Union beset with its 
own problems was probably not in a 
position to enter into. A few weeks 
later Paris was seen as providing a 
measure of international legitimacy 
to a moribund East German regime, 
with the French President’s visit to 
East Germany. 

This phase also witnessed 
France's ardent defence of Poland's 
position on the border issue. The 
policy on the issue of Poland’s bor- 
ders was certainly legitimate, but 
expressed in such a manner that 
France ran the risk of appearing to 
be more Polish than the Poles. 
Finally, the high profile visit to 
Paris by Mr Oskar Lafontaine. the 
SPD leader, shortly before the 


March 18 general election in East 
Germany was not designed to 
please the Government in Bonn. 
The French were suspected of 
Riming that the SPD would gain 
a majority, as most opinion polls 
were then suggesting. 

In chronological terms, this 
essentially reactive phase was 
quickly followed, after the victory 
of the Christian Democrats in East 
Germany, by a swift and welcome 
shift to a more positive and active 
policy, exemplified by April’s joint 
statement on European political 
union of the French president and 
the West German chancellor. 

Although there are still occa- 
sional hints of previous policies In 
French attitudes - for example in 
Jane 1990 when Paris yet again bore 
cudgels for Warsaw - France has 
not confined herself to simply 
acknowledging the fait accompli, 
but has sought to translate this new 
attitude in constructive Communi- 
ty-building terms. Here the parallels 
between French and British policies 
towards Germany end, and the con- 
trasts begin. France has its “politi- 
que comrmaumtaire’' which provides 
her with a measure of tangible 
insurance against the risk of becom- 


ing a marginalised and grudging 
witness to the inevitable. 

jfr spite of its policy of adjustment 
from March 1990, France may find it 
difficult to reestablish with Ger- 
many the special relationship which 
existed before November 9, 1989- It 
is premature to consider that the 
relationship belongs to the past, as 

former President Giscard d'Bstaing 

did in an Interview In July. 

However, France’s slow accep- 
tance of the new facts of life has left 
marks in the way Bonn now views 
Paris; a capital with which it is still 
important to have good relations, 
but which, in contrast to Washing- 
ton, could not be fully relied upon 
in time of historic upheaval, and 
which, for a time, appeared to have 
little to contribute In the way of 
positive input 

Overcoming this relative side- 
tracking ATirf the possibly deep dam- 
age resulting from the loss of 
mutual confidence has become 
Paris’ real challenge. Furthermore, 
France’s shift from iinenth usiastic 
recognition of unification to Franco- 
German team-playing is incomplete, 
since France does not appear, as 
yet, ready to alter her stance in the 
field of defence. 


France's security and defence 
- relationship with West Germany 
has become one of the principal 
bonds of the “couple” during the 
1980s. Now that the Cold War is 
essentially over, the weight of 
defence issues in central Europe: is 
bound to decrease, thus eroding the 
one of France’s stronger points. . 

Furthermore, what was tolerable 
• to Germany at a time of large Soviet 
pressure will become increasingly 
irritating. The decision in Spring 
1990 to produce the Hades 
short-range nuclear ballistic system 
for deployment in 1992 will increas- 
ingly be viewed in Germany at best 
as an unpleasant irrelevance, at 
worst, as an unacceptable sign of 
mistrust, since it will only be able 
to reach targets in united Germany 
and Czechoslovakia. 

Similarly, Paris' persistent refusal 
to proceed with consultations on 
nuclear issues reduces the credibil- 
ity of statements that French pre- 
strategic weapon systems are at the * 
service of Europe. France will have 
to decide whether she will Euro- 
peanise her forces and. doctrine, 
within a West European and/or 
Earopean-American security frame- 
work. or whether she will hang an 


to the reassuring veritie& inherited 

from another strategic age. 

As times passes, the political and: , 
economic value of French ov erture s^ 
in tb® field of defence and security . 
will tend to diminish. This erosion 
could, be Speeded up by a miahazK 
(fling of French, force' withdrawals * 
from Germany, an issue: which was 
cU&lt'with-in a rather confusing^ 

• manner during the supnner. 

It would be in Paris' interest to' 
gain political mileage in the Franco- 
German relationship by shifting 
gears in the field -of defence sooner 
rather than later and to do so in an . 
explicit aqd ambitions manner. 

In the new game, France has - 
nonetheless a good hand to play, 
particularly if defence and security ' 
assets are -put . on the table in a . 
timely fashion. 

France has a strong set of policies ' 
toward the economic, monetary and 
political unification of Europe 
which she can build on. Furthering 
this process requires political wifi 
and imagination, but no' soul- 
wrenching departure from recent 
trends, except in the field of 

defence. • 

Possibly mere - surprisingly, - 
France is well ; poised to play the 
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Dieter Kastnip: Important man In negotiations 


THE tall, lean figure of Mr 
Dieter Kastrup, political direc- 
tor at the Bonn foreign minis- 
try, has been an indispensable 
actor in the wearisome, but 
ultimately successful saga of 
winning agreement on German 
unity from the four Second 
World War visitors. 

Since the “2 plus 4" talks 
between the former two Ger- 
man states and the US, Soviet 
Union, Britain and France 
were conceived in Ottawa in 
February, Mr Kastrup has trav- 
elled around 60,000 miles to 
help bring the negotiations to a 
conclusion. 

Mr Kastrup, S3, for years one 
of the closest advisers on East- 
West matters to Mr Hans-Die- 
trich Gens cher, the foreign 
minister, has held his present 
job since November 1968 when 
hfa predecessor, Mr Hermann 
von Richthofen, moved to Lon- 
don to become Germany’s 
ambassado r to the UK. 

Mr Kastrup is the leading 
candidate to take over as fee 
foreign mini stry ' s top state sec- 
retary if Mr JOrgen Sudhoff, 
the current incumbent, goes as 
expected to Paris as ambassa- 
dor at the beginning of next 
year. 

Mr Kastrup has a modest 


David Marsh interviews Dieter Kastrup of the foreign ministry 

Genscher’s right hand 


exterior, but there is steel 
iwHHp During tiie high points 
of the dramatic diplomacy of 
the last 12 months, he has sel- 
dom strayed far from Mr Gen- 
scher’s si de Looking back, Mr 
Kastrup says: “It bas been a 
miiqna phanrw In my life-time 
1 will not experience something 
like thig again.” 

Mr Kastrup was with Mr 
Genscber at the West German 
embassy In Prague in Septem- 
ber 1989 when agreement was 
reached on allowing east Ger- 
mans camped out in the 
grounds to travel freely to the 
west - a decision which 
marked the beginning of the 
countdown to unity. He played 
a l eading role in the negotia- 
tions with the Soviet Union on 
winning Moscow’s agreement 
for a united Germany staying 
in Nato. And he was naturally 
among the caro users at the 
Reichstag in Berlin who cele- 
brated German unity well into 
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the early hours of October 3. 

■ With last year's flow of east 
German refugees into Hungary 
and then Czechoslovakia, “We 
bad the feeling that something 
was starting to move, some- 
thing qualitatively different.” 
says Mr Kastrup. But he 
wrtrnTtc to being taken by sur- 
prise - like everyone else - 
by the speed of events. “If 
someone in Prague on Septem- 
ber 30 1989 had predicted that 
on October 3 1990 we would be 
standing on the steps of the 
Reichstag in a united Ger- 
many, then I would have said 
he was a dreamer.” 

Mr Kastrup pays tribute to 
the “solidarity'’ shown by Ger- 
many's western partners dur- 
ing fee “2 plus 4” talks. 

He concedes that the US 
found it initially far easier 
than France and Britain to face 
up to the realities of German 
unification. Britain kept up 
tough bargaining up to the last 


■* 3 ** 


meeting of the “2 plus 4” For- 
eign ministers in Moscow in 
September, holding out for 
future rights for British troops 
to train on east German terri- 
tory. 

Mr Genscber was plainly ■ 
enraged by the British stance. 
Now that the dust has settled, 
however, Mr Kastrup com- 
ments on it in supremely diplo 1 
mafic terms: “It is like in a 
marriage - why should one 
always be of the same opinion? 
Among friends. It is always 
possible to have differences of 
opinion.” 

Mr Kastnip agrees that,, 
without the change of ™i"d by 
tiie Soviet Union on the ques- 
tion of Nato membership, Ger- 
man unity would not have 
been possible. Together with, 
the rest of the alliance - Mr 
Kastrup . points to this sum- 
mer’s nato ■ communique in 
London as a milestone - Ger- 
many has had to convince 


Moscow that Nato is not tiie 
“horror picture” which Soviet 
propaganda h»g alw ay s painted 
it. Mr Kastrup says Nato is 
now “ grtwiiBny fliii hands of 
friendship" to Moscow. 

. The German-Soviet treaty on 
“good neighbourly relations, 
partnership and co-operation" 
which will be: signed when 
-President Gorbachev visits 
Bonn next month will be of 
supreme importance^ - : - 

Mr Kastrup denies that the 
mutual non-aggression pledge 
contained in tiie treaty contra- . 
venes Germany’s obligations to 
Nato. He shows mild vexation 
at reports in the French press . 
ttiiM month - thought to ema- , 
nate from the Elysee - that 
the Paris government is con- 
cealed about this article. Mr 
Kastrup goes as far as to fetch 
a copy of the treaty from a safe 
in the comer of ins office and 
reads oat the relevant passage, 
from Article 3 which states 


aggres so r. . 

Some French officials are 
worried that fete article would 
preven t Germany from joining 
Nato action against Moscow if 
the Soviet Union should attack 
another member of the alli- 
ance. 

Mr Kastrup says however 
that: this part of fee German- 
Soviet treaty is completely 
compatible wife Nato’s present 
: undertakings as a defensive 
affiance and with fee wording 
of the Nato London communi- 
que. 

“If there had been any doubt 
[about tiie compatibility of the 
words In the treaty], then we 
would not have done it,” Mr 
Kastrup says firmly. However 
much diplomats like Mr Kas- 
trup try to scotch the anxi- 
eties. the French worries seem 
unlikely to go completely 
away. 
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-economic canJ. 

manageabl e trade deficit, pf P* 
SSSSeati healthy comP^ 
and. a longstanding “SLSSX 
eve France a 
benefit from the window 
mtv opened by the German unifica- 
. S .& A imfted Gen^ny 
wife fee equivalent a? 2®S!J£ 

numist Mezzogiorno to Integra 

; will riot be an instant economic 
.^S^^untriesjl^ 

by the economic costs and sod^l 

pain associated, with. radflcaQ 

^consolidate their position, feus 
making for a Europ®n Oammoug 
which should not -be 
imbalance d by the simple addition 
of iem people, soma 5 per ceni“ * 
inhabitants, to Its population- ^ 
other words a Commontty in winch 
France bas every chance of remaire 

ixur “incontoumoble with fee 

FrerichGerman “couple” as 
This will only happen If Fiance 
does not repeat the patitannnM or 
the late November 1989 to late 
March 1990 period. . .. 

This wffl hopefully pass into lus- 
tory as a reversible ana understand- 
able moment of hes i ta ti on in the 
aftermath of a strategic earthquake 
'.-r' not as an event which will 
set a new trend. 

The author is Director, 
International Institute 
for Strategic Studies 


Hint Germany and the Soviet 
Union “will refrain from fey 
thr eat or use of force which is 
directed against the territorial 
integrity or political indepen- 
dence of the other side.” 

The article adds that, if 
either should come under 
attack, “tiie other side will not 
afford any military support or 
any other assistance to the 
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Frans de Ruiter’s turbine 

He has a tough assignment UN 
• 'I £ populated country in the work 

IS 2 l OrK OI ail. most efficient gas turbines ope 


*1 • Frans de Ruiter is Managing Director of UNA, the Dutch electrical 

) L LUL l^/XL power utility supplying the Noord Holland, Utrecht, Amsterdam area. 

He has a tough assignment UNA serves one of the most densely populated regions of the most densely 
populated country in the world. To help it do so, UNA has completed the installation of the two largest, 
most efficient gas turbines operational in the world today. Each generates 140 megawatts of electricity at 
efficiency levels well in excess of any comparable facility. 

“We have made full use of ABB’s most advanced technology to meet demanding targets," says 
MY. de Ruiter. “At the same time, we have been able to satisfy Holland’s strict environmental controls." 

Not only are UNA’s plants exceptionally “dean" — UNA has just won a prestigious international 
award for its enviro n men fa) achievements — but the company's efforts to landscape the surroundings of its 
power plants have also won praise with local communities. At the Utrecht power station, Mr. de Ruiter’s 
environmental efforts have gone one step further. He has turned the intenor of the plant into a giant 
gallery, and one of his new turbines itself into a work of art. “Why not?" he asks. “Our employees deserve 
a stimulating work environment And we are proud of having the world’s most modem.” 

ABB is a world leader in electrical engineering, committed to the development of new and better ways of 
generating power, getting it to where it is needed, and using it efficiently. 


ABB Asea Brown Boveri Ltd 
Reader Services Centre 
P.O. Box 022 

CH-8021 Zurich/Swrtzerland 


ASEA BROWN BOVERI 
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Thomas Kieiinger offers a personal view of unity 

Patchwork state must come 
to terms with the past 


PRESENT-DAY Germany 
consists of 16 states with dis- 
tinct local Identities. This frag- 
mented patchwork is coalesc- 
ing into a cumbersome, 
hesitant giant, covered with 
the scars of the 20th century. 

Its peoples have displayed 
both courage and subservience, 
perseverance in adversity as 
well as blind submission. 
While the western part staged 
a dramatic recovery after 
World War Two, the eastern 
half is only now emerging from 
57 years of totalitarian dark- 
ness. 

Two generations in the east 
have seen their fulfilment bru- 
tally taken away from them. 
Others earned their living by 
conniving with officialdom 
against fellow citizens. 

Amid the widespread rejoic- 
ing at the demise of commu- 
nism, one must ask whether 
any society can fully recover 
from such corruption and 
denial of freedom. 

The revolution of 2989 testi- 
fied to the moral strength of a 
populace whose ability to think 
for itself had all but disap- 
peared. But In the new dawn 
came the depressing revelation 
of the extent of popular collab- 
oration with the secret police. 

How will this shame be 
removed? And must the west 
Germans, who came to terms 
with the Hitler past, now help 
to clean up the east's legacy of 
the Stasi and its security appa- 
ratus? 

In fact, they have no alterna- 
tive. The east German judi- 
ciary is ill-equipped to dispose 
of this legal and moral morass. 
The problem also knocks insis- 
tently at the western door. 
Hardly a day passes without 
another former east German 
spy having his cover blown by 
informers, often double agents 
trying to save their own skins. 

Like some natural disaster, 
German unity is caving in so 
rapidly on these moles that 
often they have no time to 
withdraw to the hospitable 
burrows of the KGB. 

In previous years, any of 
these cases would have pro- 
voked outrage and wrecked 
political careers. Now they just 
cause an Irritated shrug of 
indifference. Perhaps west Ger- 
mans hope that the aftermath 
of the GDR can be dealt with 
within the east's former bound- 
aries? 

West Germans have devel- 
oped the apathy and middle 
aged spread of an affluent soci- 
ety. It explains the lax security 
on Unity Day, October 3, when 
a deranged person managed to 
grab the microphone at the 
concert of the Berlin Philhar- 
monic and harangue the top 
brass of the two Germanys on 
their wedding day. He could 
easily have pulled a Smith & 
Wesson and assassinated many 
a dignitary. 

Nine days later, the unspeak- 
able happened when a man of 
a similar mental disposition, In 
a southern German bar that 
evinced no traces of a security 
precaution, walked up to the 
speaker of the evening and 
shot him twice at close range. 
It was no accident that the 
speaker had been none other 
than the chief negotiator of the 


The German Federal States 



Area (sq km) 

Population (m) 

Baden-Wurttamberg 

37,751 

9.45 

Bavaria 

70,553 

11.07 

Berlin 

883 

3.34 

Brandenburg 

29,059 

2.61 

Bremen 

404 

0.66 

Hamburg 

755 

i.ei 

Hesse 

21.114 

5.58 

North Rhine- Westphalia 

34,068 

16.9 

Lower Saxony 

47,439 

7.19 

Mecklenburg 

23.838 

1.95 

Rhineland-Palatinate 

19.848 

3.66 

Saar 

2,569 

1.05 

Saxony 

16,337 

4.84 

Saxony- An Halt 

20,445 

2.92 

Schlamwig-Hofste In 

15,728 

2.57 

Thuringia 

16.251 

2.65 


Germany's 

Largest Cities 

(population m) 


Berlin 

3.3 

Hamburg 

1.6 

Munich 

1.2 

Cologne 

0.94 

Frankfurt 

0.63 

Essen 

0.62 

Dortmund 

0.59 

DGgseridorT 

0.57 

Stuttgart 

0.56 

Leipzig 

0.54 

Bremen 

0.53 

Duisburg 

0.53 

Dresden 

0.52 

Hanover 

0.50 

Nuremberg 

0.48 

Bochum 

0.39 

Wuppertal 

£L37 

Bielefeld 

0.31 

Chemnitz 

0.31 

Mannheim 

0.30 




two German unity treaties. Dr 
Wolfgang ScMuble, a member 
of Chancellor Kohl's cabinet 
and the heir-apparent to suc- 
ceed Kohl. 

Security? What security? 
Germany has cultivated the 
low-profile image to such an 
extent as to dull its very appre- 
ciation of the few top politi- 
cians it still has. 

The combination of a cosy 
life-style acquired over the 
years juxtaposed with the 
awareness of the harrowing 
extent of east Germany's 
decline will, however, jolt rich, 
comfortable west Germans into 
their most painful process of 
self-appraisal and quiet reas- 
sessment of the historical role 
of their united-to-be country. 

The process is under way. 
Suddenly many people are dis- 
covering with a vengeance 
what Is at stake when two dis- 
tinctly disparate societies col- 
lide, as It were, onder one 
national roof, thrown together 
as they are for better or worse, 
In sickness and in health, for 
richer or poorer, till success 
doth unite them into one fam- 
ily again. Or not 

That Is the question. It is 
anyone's guess bow long It will 
take to stitch together the two 
unlikely halves - politically, 
psychologically, economically, 
humanely. Perhaps the eco- 
nomic pari of unification will 
be the easiest to accomplish, if 
the most arduous, in the imme- 
diate future. 

In a sense, Germany pro- 


vides the international commu- 
nity with the most spectacular 
case of a modem experiment in 
social engineering. 

A nation she Is not. certainly 
not at this stage. And whether 
she is ever likely to become 
one, in the sense of the British 
or French national ego, 
remains to be seen. Would it be 
a good thing if she did? 

Some Germans question 
such epithets of the modern 
experience. 

Why, had not the country 
chastised Itself of all national 
pretences? And has she not 
thrived uniquely under the 
tutelage of total decentralisa- 
tion and federalization? 

Surely, in Europe, Germany 
has found her f ulfilm ent as she 
never had found it in her- 
self . . . 

Too bad, therefore, that, with 
Germany reuniting, the people 
are being asked to return to 
the class room and repeat a 
lesson all but forgotten - how 
to build a national identity and 
the nation state, too. 

To many this appears to be a 
lesson they could have done 
without. Europe, so they 
assume, is just about to over- 
haul these old curricula, plac- 
ing less emphasis on national 
sovereignty, and paying more 
attention to the merging of 
individual executive functions 
into the common European for- 
mula. 

If that is the wave of the 
future, as the mumblings on 
the German grapevine are say- 
ing, why are we going into this 
national detour in the first 
place? 

Therein lies the irony. Ger- 
many is being visited upon by 
a dSja vu she bad not expected 
would catch up with her again 
in her history. 

How she handles the issue of 
the larger nation will not only 
determine the future growth 
experience of her national psy- 
chology, but also her actions 
on the world stage at large. 

The old west Germany had 
lived within what can only be 
described as the most carefully 
exculpating terms of political 
reference ever designed for a 
leading country. 

Poised os the razor’s edge of 
the old East-West conflict she 
was benignly spared some of 
the leadership burdens other 
western nations had to carry 
regardless of economic or 
imperial o verstretch. 

Now all those old vulnerabil- 
ities of divided Germany are 


bygones and with them the 
extenuating circumstances she 
used to draw upon when ques- 
tions of being seen to lead 
arose. 

Watch out, therefore, for the 
new Germany continuing for a 
while its low-profile prancing 
since that is what she knows 
best and what she used to hide 
behind when moments of deci- 
sion-making beckoned uncom- 
fortably. 

Do not be too impressed, 
either, by seeing the German 
national ego so refreshingly 
deprecated and debunked by 
Germans themselves, for you 
may simply be witnessing an 
old ritual dance designed to 
keep demands from the Ger- 
man political doorstep. Give 
the Germans time to put the 
east-west Humpty-Dumpty 
together again; it takes more 
thin a few months for the most 
mind-boggling test in social 
engineering - the unification 
of two “impossibles” - to be 
passed satisfactorily. 

And please, give the new 
Germany the benefit of the 
doubt as to the strength of her 
institutions. They were mod- 
elled after some of the oldest 
democratic traditions of the 
west, being brought to the 
western part of the country by 
the Anglo-Saxon victorious 
powers. 

After forty or so years of a 
maturing period one may 
safely say that in west Ger- 
many, at least, they have taken 
sufficiently strong root to pro- 
vide the other Germany with 
all the stability she needs as 
she rebuilds from the wreckage 
of her past 

A word of understanding 
could help, too, as the country 
is trying to balance its new 
financial burdens - no 
chicken feed they, by any 
stretch of the imagination - 
with the European agenda sub- 
scribed to before the Berlin 
Wall fell 

Should Chancellor Kohl's 
government decide to go a lit- 
tle easier on. say. the timetable 
for European monetary union 
than the original Delors plan 
had envisaged - well, that 
may just happen (and might 
even be greeted with gleeful 
relief in Whitehall), but it 
should not be misconstrued as 
a newly-emerging "German 
unilateralism" or a tendency to 
“go it alone”. 

Actually, nothing would 
damage the German national 
interest more than cavalier dis- 
regard for the concerns of fel- 
low players on the European 
stage. 

That, in turn, does not 
exclude the possibility of Ger- 
many being quite obstinate in 
pursuit of her monetary princi- 
ples en route to the creation of 
a common European fiscal and 
banking policy, however. 

But that is not a new devel- 
opment e manating from unifi- 
cation. It bespeaks a national 
consensus only reinforced by 
the burdens of unity. 

It is in the area of political 
psychology where the biggest 
obstacles have to be overcome 
between the two Germanys. 
Admittedly, there is no quick 
fix for the warped mind-set one 
may still encounter in many 



niches of life in the erstwhile 
east Germany. 

The traces of socialist brain- 
washing cannot be wiped out 
overnight - especially not in 
education and the degrading 
habit of having one’s life taken 
care of by self-appointed supe- 
riors and ideological malfeas- 
ants. 

Nor will the process of nor 
malisation be without its reper- 
cussions in the western part of 
Germany. People will need to 
share and participate in the 
painstaking rekindling of a 
democratic society among their 
eastern relatives, while safe- 
guarding some of their own 
time-hallowed political beliefs 
against any corrosive influ- 
ences from the other, more 
feckless Germany. 

No one can tell when that 
deep chasm of estrangement 
between two societies which 
drifted apart over decades of 
separation will be bridged. 

If certain indicators are to be 
believed, business entrepre- 
neurs on all levels of activities, 
small and large, will provide 
the necessary impetus for 


improvement (leaving only 
scant Deutschmarks for east 
European projects). With them 
will come a new wave of Ger- 
mans curious about each other 
and about the country they 
have been given back with so 
little international ado. 

Sometimes it is the gifts we 
didn’t ask for, the presents 
that slowly grow on us that 
eventually give us the greatest 
pleasure. 

By the same token united 
Germany could do worse than 
find herself the grudgingly 
accepted new kid on the block 
- like an acquaintance 
renewed and an acquaintance 
made afresh. Credibility may 
be no problem if its European 
instincts belie its ominous new 
size and power potential. At 
any rate, it will take more than 
Germans themselves to nur- 
ture it into the confident team- 
player we all hope it will be. 

The author is Editor of file 
Bonn-based weekly, 
Rheinischer Merkur 


KEY FACTS 


Atm .. 138,000 «q miles 

Population 7am 

H Md of State .... — „ HI chard von Welzsficker 

Hoad of government Helmut Kohl 

Currency 100 Pfennlge “ 1 Deutsche Mark 

Average Excti Rate In 1989 1.88 DM2* 

Capital Berlin 

Seat at government — - Bonn 

Upper House ...... Bundesrat 

Lower House - Bundestag 

Number of Linder a. ..a... ...... 16 


GNP (1990 estimate) 

comprising ... 


Exports 

Imports - 

Foreign trade balance .... 
Current account balance 
Stan of EC population ... 
Share of EC GNP 


DM2,700bn 

... DM2.440bn (West) 

DM270bn (East) 

$406bn 

- * $314bn 

+ $92bn 

+$8Qbn 

.....23% 

28% 


PROJECTIONS 


GNP growth (West)... 
0MP growth (East).... 


TB90 


■ran 


- 10 % 


3.4%' 

-7-10% 


Source; OECD, Deutsche Bank. Bonn govt. 



For business in the east of Germany, WestLB has addresses 
that can make a decisive difference. 


WestLB's expertise 
is now available at 
10 key locations in 
the east of Germany. 
Through DIHB - the 
German Bank for In- 
dustry and Commerce. 

DIHB is the new 
banking partner for 


international compa- 
nies in the east of 
Germany. A universal 
bank for corporate 
customers and a joint 
venture of WestLB 
and DABA, DIHB 
combines in-depth 
experience and excel- 
lent contacts in 


eastern Europe with 
the international busi- 
ness expertise and 
sen/ice you expect 
from WSsstLB. From 
today, DIHB branches 
in the east of Ger- 
many’s key business 
centres will provide 
full corporate finance 


DIHQ 

Deutsche Industrie 
und Honda Mtank AG 
Umar don Union 20 X 
108Q Batin 
Tetenhono: 2/228701 
W*c: 1W 127 


facilities, funding for 
building projects, 
advice on new mar- 
kets as well as help in 
the search for business 
partners. To acquire 
business in the new 
Germany, contact 
DIHB and get it right 
from the word «go". 



WestLB 

The Westdeutsche Landesbank 
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THE new Germany, in one 
im porta nt sense, will be an 
enlarged west Germany. The 
process of enlargement how- 
ever, will change west Ger- 
many. The political and psy- 
choiogi c al make-up of the new 
country win represent an amal- 
gam of the two parts. 

The new Germany will cer- 
tainly become less homoge- 
neous than . either of its two 
parts. Urn former east Ger- 
many failed to win the hearts 
of its people, but it succeeded 
in impos ing a highly rigid 
structure from Rostock in the 
north to -Dresden in the south. 

West - Germany has been 
remarkably homogeneous, 
politically, economically and 
socially: The south is slightly 
richer and politically more con- 
servative than the north but in 
spite, or arguably because of, 
strong federalism and the qua- 
si-national traditions of Bavar- 
ians and Prussians, the 
regional differences are negligi- 
ble. 

The-'. new Germany will, at 
least initially, be economically 
lopsided with one large 
depressed region In the east 
Politically, the centre will con- 
tinue to dominate but the 
absorption of east Germany Is 
likely to create new political 
forces ’on the far left and Ear 
right 

Federalism will also enjoy 
renewed vigour, partly thanks 
to the creation iof five new 
Lander and partly as. a count- 
er-reaction to the increased 
power of the central govern- 
ment. The states are increas- 
ingly jealous of rights trans- 
ferred to Brussels and are 
discussing whether it is possi- 
ble to conduct foreign policies 
independent of 

It is, however, in the domain 
of culture and psychology that 
the new Germany wfH be most 
dearly divided. The self-confi- 
dent, modem, west Germans, 
with their Enropean-American 
culture, can scarcely disguise 
their distaste for the backward 
cousins in the east who have 
emerged from 60 years of total- 
itarianism with all sorts of 

MTmlftMMmt ntHfririoo 

The liberal-left elite, who 
may be denied national politi- 
cal power for a decade thanks 
to the conservat iv e east Ger- 
mans, find the cousins particu- 
larly mhearahlg. This section 
of the elite had long ago come 
to tains with the division of 
Germany, indeed found it reas- 
suring - proof that “Gennan- 
ness" had transcended the sin- 
gle natinmal state. 

The writer Patrick Sdsstind 
spoke for much of this , elite 
when describing. In a magazine 
article, how. bis happiness at 
hearing that the east Germans 



Election campaign posters in Bonn 


SOCIETY 


The divisions 
that cannot be 
papered over 


had won their freedom quickly 
turned to dismay when they 
chose national unity. 

Most Germans under 50 
years old would agree with 
him that they feel more at 
home in Tuscany than Thurin- 
gia. Many, even on the left, 
would also agree that unifica- 
tion has revealed an attach- 
ment to the modest, liberal, 
efficient, old federal republic 
that , they did not know they 


To many young west Ger- 
mans, the east Germans are 
above all spiessig (petit bour- 
geois), with the narrowness 
and authoritarianism typical erf 
the upwardly mobile working 
class. Unable to travel, dislik- 
ing their Soviet occupiers, feel- 
ing- superior to their Slav 
neighbours, and watching west 
Germany on TV, they have 
become dumbly sycophantic 
looking west and xenophobic 
looking east. What’s more, 
rims the west German line, 
“the poor cousins want our 
money”. 

Swffh gti gmtftfymtfo n of east 

Germans will take time to dis- 
pel. Retaliatory east German 


resentment against snobbish, 
brusque, rich, “Wessies” could 
lead to a spiral erf misunder- 
standing between west and 
east According to Mr Lothar 
de Maiziere, the former east 
German prime minister, the 
psychological growing together 
will take "a school genera- 
tion”. 

Meanwhile, the old east Ger- 
many has a private civil war to 
overcome. Last year's revolu- 
tion was so quickly followed by 
unification that there was no 
time for a proper reckoning 
with the past It is estimated 
that ab out t wo-thirds of the 2m 
former SED (communist) party 
members now vote for the cen- 
tre-right Christian Democrats 
and many minor officials of the 
(rid regime have fitted comfort- 
ably into the new order, to the 
exasperation of the radicals 
who led the early stage trf last 
year’s revolution. 

In a society in which almost 
everybody was to some extent 
a "fellow-traveller", it is hard 
to draw a clear lire* between 
the fanncMif: and the guilty, as 
the agonised debates in the 
east Ge rman parHawumf: over 


the Stasi showed. But the lack 
of a clean sweep of the old 
order leaves a cloud h ang i n g 
over east German life and 
allows every miqfatira by Bonn 
or the five new east German 
states to be blamed on sabo- 
tage by “Stasi agents”. 

It se ems that the new Ger- 
many will not, as some bad 
hoped, absorb much of the 
human side of east German 
socialism - the intima cy, the 
iwrif of pushiness, slower 
pace of life. But wifi. It be more 
nationalistic? The »™itiai evi- 
dence suggests new doubts 
about reunification in west 
Germany and the low-key cele- 
brations on October 9 hardly 
Indicate a new national eupho- 
ria. And a recent poll in west 
Germany even showed a major- 
ity remain opposed to charg- 
ing the constitution to allow 
German soldier s to participate 
in Mato or UN operations out- 
side Germany. 

On the other hand, for more 
then a deradft, reinrid fag With 
the rise to power of a genera- 
tion untainted by the past, a 
"normalisation” of west Ger- 
man national attitudes has 
been under way. 

Combine that with the 
enthusiastic nationalism of 
many east Germans and it 
seems logical to expect a more 
assertive Germany to emerge 
over the next decade. 

Germany’s political elite - 
centre-right and centre-left - 
hopes to channel that asser- 
tiveness into "good works”, 
rebuilding the former east Woe, 
saving the Third World, the 
environment, etc. But there are 
indications that the gap 
between elite and masses, 
rather narrow in the past, may 
be growing. 

Ordinary people are not 
becoming aggressively nation- 
alistic, but they may assert 
themselves more against the 
liberal consensus. They may be 
less ready to compromise over 
EC integration where German 
national interests appear 
threatened and less willing to 
pay fin the historic tasks in the 
east bloc. 

A deluge of political rhetoric 
about Germany's determina- 
tion to be a good neighbour 
finds little echo from the peo- 
ple who live along the new 
Germany’s most sensitive bor- 
der - that with Poland. 

Politicians talk of repeating 
the model of reconciliation 
with France alter the war but 
on the streets of eastern Sax- 
ony, it is hard to find any 
desire for reconciliation with 
the Poles. 

David Goodhart, 
Bonn 


David Goodhart looks at prospects for the trade unions 

Fearful of power reductions 


GERMAN unity hn« not been a 
happy experience for its trade 
union movement. 

In the former East Germany 
the unions were merely organs 
of the party which collapsed 
when the party Hid There was 
a brief attempt to establish 
independent, industry-based, 
onions along west German 
lines in their place, but it soon 
became clear that full-scale 
takeover by West Germany’s 16 
industrial unions was inevita- 
ble. 

Initially, the west German 
trade unions did not w a rm to 
the task, realising how large 
and expensive it was likely to 
be. But the collapse of East 
Germany created a potential 
threat to West Germany’s 
tightly controlled labour mar- 
ket, in the form of cheap 
labour, so the unions soon real- 
ised that their own self-interest 
required the annexation of 
East Germany. 

Mr Berthold Huber, an offi- 
cial of the metal union I G 
Metall, who helped establish 
its first office in Leipzig in 
May, said at the time; “A non- 
union zone in East Germany or 
wages permanently at one- 
third the West German level 
would certainly reduce our 
own power.” 

But in fact, west German 
capital has not hurried east- 
ward to take advantage of the 
cheaper labour and that labour 
has become, in any case, con- 
siderably less cheap after the 
first wage round in east Ger- 
many soon after currency 
union on July L 

The west German unions 
were p ulling the strings behind 
their east Ge rman colleagues 
in that negotiating round, 
which increased wages 
between 20 and 50 per cent 

I G Metall, the biggest union 
in both Germanys, won a 30 
per cent rise, a reduction in the 
working week from 43 to 40 
hours »nd a 12-month job guar- 
antee for its (then) 1.6m mem- 
bers in the east 

The west German employers, 
who also pulled the strings 
behind the newly formed east 
German employers’ associa- 
tions, complained mildly that 
the pay rises would not 
improve east Germany's attrac- 
tiveness to potential investors, 
but otherwise they put up little 
resistance. 

The deals, which raised pay 
levels to about 60 per cent erf 


the west German level, have, 
by and large, stuck. 

Union officials in West Ger- 
many say that employees In 
some endangered companies 
have agreed to take lower pay 
rises, but the expectation that 
the 12-month job guarantee in 
the metal industry would not 
be adhered to has proved incor- 
rect. That seems to be largely 
thanks to Bonn's short-time 


early as 1903. Mr Tyll Necker, 
president of the Federation of 
German Industry, has even 
been pressing the Treuhand, 
the trust body charged with 
privatising German indus- 
try, to offer more than one 
{dace on its supervisory board 
to a trade unionist. 

Mr Gunther Horzetzky. head 
of the German Trade Union 
federation office in Bonn, says 


In spite of the polite behaviour of the 
west German employers, the next few 
years will be tough for the unions 


working scheme in which the 
government pays most of the 


The absorption of East Ger- 
many has in feet produced a 
fine display of west German 
industrial relations consensus. 
The big employers are not 
pressing to keep east Germany 
as a low wage country; indeed, 
most experts expect a harmoni- 
sation of pay and conditions as 


that the joint statement on 
East Germany agreed in June 
between unions and employers 
in West Germany shows a for 
higher level of agreement than 
usual. 

Nonetheless, he sees difficul- 
ties ahead. The organisational 
takeover of the East German 
unions has not been without 
friction. 

The- former eastern Z G 


FOREIGN WORKERS 


Not an < 
for the 


FOREIGN "guest workers’* 
living in west, and especially 
east, Germany do not expect to 
enjoy an easier life as a result 
of unification. As unemploy- 
ment rises in east Germany, 
perhaps pushing the all-Ger- 
man jobless figure up to 4m in 
the next 18 months, the politi- 
cal demand for repatriation 
may grow louder. 

There are just over 5m for- 
eigners living in the united 
Germany, about 6.4 per cert of 
the population. In the east it is 
1.6 per cent, in the west; 7.7 
per cert In the west, the larg- 
est group, nearly one-third, 
are the Turks, who are the 
least well integrated of the big 
foreign communities. Behind 
them come the Yugoslavians, 
13 per cent, and the Italians, 
11 per cent 

Of the 191,000 foreign work- 
ers in east Germany, 31 per 


easy life 


guests 

cent are Vietnamese and 27 
per cent are Polish. Attempts 
have been made to cut short 
labour contracts of east Ger- 
man guest workers but the 
governments of Vietnam and 
Mozambique have been reluc- 
tant to agree. 

Germany is de facto a multi- 
cultural society but the centre- 
right Government in Bonn 
believes that most Germans do 
not like the idea, and has tried 
to persuade Turks to return 
home, with little success. The 
left has been pressing for vot- 
ing rights at local level for 
guest workers who do not 
want to abandon their own cit- 
izenship (Germany does not 
recognise double citizenship) 
but the attempt to introduce 
such voting rights is being 
challenged in the courts. 


Metall did not like being 
pushed around by the western 
I G Metall and a nasty inter- 
union dispute between the 
West German public services 
union, OTV, and the mining 
union I G Bergbau, over who 
should represent 140,000 east 
German workers in water and 
energy supply remains unre- 
solved. 

Also union density in the 
eastern part of a united Ger- 
many is likely to remain con- 
siderably below west German 
levels for several years, thanks 
to a reaction against all collec- 
tivist organisations, especially 
in Saxony, the industrial heart- 
land of east Germany. 1 G 
Metall officials have predicted 
that they could lose up to lm 
of their 1.6m east German 
members. 

The most immediate problem 
for the unions in the east is 
that they do not have the qual- 
ified people to operate West 
Germany’s complex labour 
laws. 

The whole system of co-de- 
termination, works councils 
and social plans has been 
extended to east Germany and 
in west Germany there are 
16,000 trade unionists specially 
trained to represent workers In 
tribunals and carry out other 
official functions. About 2^200 
are needed in east Germany. 

Next year’s wages round in 
east Germany will certainly be 
tougher for the unions. Prop- 
erly differentiated wage struc- 
tures will have to be estab- 
lished and the centralised 
bargaining system might have 
to accommodate two zones for 
a transitional period. Mr Franz 
Steinkuhler, head of l G Metall, 
has already accepted that in 
principle. 

Mr Steinkfihler will certainly 
be relieved that his union has 
its phased reduction in the 
working weds to 35 hours in 
west Germany under its belt. 
For, in spite of the polite 
behaviour of the bigger west 
German employers, the next 
few years will be tough ones 
for the unions. 

They win have to spend a lot 
of time and money on 
bread-and-butter trade union 
issues in the east and wage a 
constant campaign against 
smaller employers who will be 
keen to hire the many east 
Germans ready to work for for 
less than their west Genian 
cousins. 


Thinking 
of the future. 
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Society’s commitment to 
continually improve our living 
and environmental conditions 
cannot be left to the ever in- 
creasing use of technology 
alone. It requires the develop- 
ment of individual ideas and 


solutions based on technology 
to achieve an alignment with 
society's commitment 

As a market leader in thefield 
of electrical and electronic 
engineering, AEG has taken up 
this challenge. Microelectron- 


ics is one example. This key 
technology for the future allows 
us to monitor and control ex- 
tremely complex systems. AEG 
provides increasingly intelli- 
gent custom-made solutions, 
tailored to the needs of both 


technology and human interest 
77,000 AEG employees In 
111 countries apply imagination 
and a sense of responsibility to 
research, development manu- 
facturing and selling. Their 
vision supplies AEG customers 


/ith technology which benefits 
nan kind, the ecology and - just 
as importantly - makes con- 
scientious use of our valuable 
resources. 

Our future demands responsibility: 


AEG 


AEG. Member ot the 
D a imier- D era Group. 
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PROFILE: Horst Teltschik 


Firm hand in foreign affairs 


DURING THE dash to German 
unity, Mr Horst Teltschik. the 
chancellor’s foreign policy 
adviser, has been at Mr Helmut 
Kohl's side all along. Looking 
back over a hectic year, Mr 
Teltschik says with relieved, 
understatement: "It has all 
gone very satisfactorily.” 

A youthful 50-year-old, Mr 
Teltschik joined Mr Kohl's 
team in 1972 (when the latter 
was state premier In Rhine- 
land- Palatinate) and has been 
one of bis closest associates 
ever since. The bead of the 
Chancellery's foreign policy 
and security department has 
had a decisive hand in all the 
milestone events along the 
reunification road - the chan- 
cellor’s 10-point unity plan last 
November (quickly overtaken 
by events), the decision in Feb- 
ruary to aim for speedy cur- 
rency union, and the crucial 
meeting with President Gorba- 
chev in the Caucasus in July. 

“These have all been very 
unbureaucratic decisions, 
under the pressure of circum- 
stances," says Mr Teltschik. 
“Much had to be done without 
preparation. There were no 
precedents. Each time, we were 
doing something which had 
never happened before.” 

Tousle-haired Mr Teltschik 
still has the look of an over- 
grown student. He was born in 
the Sudetenland area of 
Czechoslovakia, and as a five- 
year -old was forced to nee at 
the end of the war with his 
family to Bavaria. He was head 
of the Christian Democrat stu- 
dent association at Berlin's 
Free University in the late 
1960s, but was independent- 
minded enough to be taken on 
as assistant to Professor Rich- 
ard Lowenthal, the Social Dem- 
ocratic political scientist. 

Mr Teltschik has a slightly 
self-deprecating manner, mix- 
ing straightforwardness with 
occasional whimsy. It is an 
effective combination. There is 
no love lost between him and 
Mr Hans-Dietrich Genscher. 
the foreign minis ter. The top 
Chancellery job held by Mr 
Teltschik since 1982 tradition- 
ally goes to a mainstream for- 






Horst Teltschik: ‘It has all gone very satisfactorily' 


eign ministry man. Mr Telts- 
chik came in as an unconven- 
tional outsider. His periodic 
exercises in undiplomatic 
plain-speaking - especially, 
his harder fine towards the 
Soviet Union - frequently 
earn him criticism from Mr 
Gens cher's officials. 

An example of the differ- 
ences in style came when Mr 
Eduard Shevardnadze, the 
Soviet foreign minister, 
suggested at the first “2 plus 4” 
session in May that German 
unity could be concluded with- 
out giving Germany full sover- 
eignty over its external affairs. 
Mr Genscher agreed, believing 
that was the best which could 
be achieved at the time from 
Moscow, but Mr Teltschik 
quickly went on record to 
reject the proposaL 

It soon became clear that Mr 
Kohl was listening to Mr Telts- 
chik, not Mr Genscher. and 
official Bonn policy swung 
behind the line that internal 
and external sovereignty 
should be attained at tbe same 
time. That is what happened 
on October 3. Now that unity 
has been attained. Mr Telts- 
chik is adamant that Bonn's 
policy has to be geared towards 


continued integration with the 
west. He is firmer here in his 
language than Mr Genscher. 
who says that there is no lon- 
ger any distinction In political 
terms between east and west. 

Mr Teltschik concedes that 
Nato will have to increase its 
political character because of 
the reduced threat from the 
east. But, in marked contrast 
to Mr Genscher, he still calls 
the Soviet Union a "security 
threat” - both because of 
Moscow's continued vast arse- 
nal of 12.000 nuclear warheads, 
and because of its various 
internal nationality problems. 
The mutual non-aggression 
pledge in the new Soviet-Ger- 
man co-operation treaty is an 
"instrument” to reduce the 
likelihood of the risk becoming 
acute, Mr Teltschik says. 

Mr Kohl's adviser is ada- 
mant on the need for US troops 
to remain in Germany (though 
fewer of them than at present) 
even when the Soviet army 
pulls out from the east after 
1994. He accepts that, if US sol- 
diers are to stay, nuclear weap- 
ons must remain an essential 
ingredient of German defence. 

Mr Teltschik also says that 
the Bonn-Moscow relationship 


will not overshadow the politi- 
cal axis between Germany and 
Fiance. “Nothing changes the 
priorities of German foreign 
policy." But he is frankly dis- 
appointed that Paris has so far 
not come up with a new secu- 
rity concept to match up to the 
reality of German unification. 

Nato proposals to organise 
western forces on west German 
soil in multinational contin- 
gents have been bogged down 
by France's refusal to integrate 
Its army within the alliance. 
Another stumbling block 
comes from France's doctrine 
of independent nuclear deter- 
rence - above alL its plans to 
upgrade its short-range nuclear 
weapons with the Hades mis- 
sile (which t f launched would 
land within united Germany). 

The more the US troop pres- 
ence in Europe is reduced, Mr 
Teltschik says, the greater will 
be the need for Europe to 
organise Its defence itself. This 
Is where the proposed change 
in the German constitution to 
allow “out of area" operations 
by the Bundeswehr will take 
on crucial significance. 

Mr Teltschik says that to 
change the constitution simply 
to allow Bundeswehr participa- 
tion in UN peace-keeping 
would- be “wrong”. The chan- 
cellor wants a more widely 
drawn commitment to allow 
the German army to partici- 
pate in other operations as part 
of combined initiatives carried 
out within Nato or the Euro- 
pean Community. If there were 
a future flare-up on Europe's 
borders, for Instance in the 
Mediterranean, he says that: “I 
could imagine the Americans 
saying it's not our job - it's 
the job of the Europeans.” 

The constitutional modifica- 
tion will need a two-thirds 
majority in the Bundestag, and - 
thus will go ahead only if the 
Social Democrats agree. Mr 
Teltschik warns against 

assuming tha t the far.p p_ar.hing 

change at present advocated by 
Mr Kohl will be easy to achieve 
when parliament deliberates 
the matter early next year. 


David Marsh 


Profile: Hans Daniels 


Bonn stakes its claim 


OK SHOW in a display cabinet 
outiide the office or Mr Hans 
Dartels. the mayor of Bonn, is 
a cdlection of gifts from the 
grea and the good, writes 
Davit Marsh. 

A dream of visiting foreign 
leaden has climbed the Renais- 
sance bwn hall steps over the 
last fo\r decades to inscribe 
their tames in the city's 
Golden Ipok - and most have 
left behuj gome memento. 

Mr Daiiels rather likes the 


angular ftp art sculpture in 
pink, black and white brought 


by Preside* Francois Mitter- 
rand in 137. Slightly more 


rand in 137. Slightly more 
convention! - but no less 
ugly - is afomate vase with 
views of the Gremlin offloaded 
by Presidenfylikhail Gorba- 
chev in 1989. ’ 

The flow of lately presents 
for Bonn ma^dwindle now 
that Berlin ha^been formally 
made the capitj of the new 
Germany. But l will dry up 
altogether if paiaraent next 
year decides to the old 


Prussian capital the seat of 
government as well 
At present, this seems 
unlikely. Mr Daniels’ lobbying 
to convince the Germans of the 
merits of splitting capital city 
functions between Bonn and 
Berlin has fallen on generally 
receptive minds. 

Largely because of anxieties 
in both east and west Germany 
that a fully-fledged capital in 
Berlin would weaken the struc- 
ture of federalism, Mr Daniels 
is confident that there will be 
no early move from the Rhine. 
“The more people think about 
it, the more they see that there 
is no sensible reason to trans- 
fer the government” 

Longer term, however, Ber- 
lin has some strong cards to 
play. Hitler disliked the city on 
the Spree and dreamed of 
rebaptising it Germania once it 
had been rebuilt according to 
the ideals of monumental fas- 
cism. Bonn has undoubted 
small-town charm. But the 
Fuhrer's remark in the mid- 


1930s to his architect Albert 
Speer - “Artificially-created 
cities always remain lifeless” 

- still strikes a chord with 
some Germans. 

The attractions of Berlin will 
rise once the short-term eco- 
nomic and social problems of 
reunification start to fade later 
in the 1990s. The Berlin of 1929 

- with a population of 43m, 
boasting at Tempelhof the big- 
gest and best airport In the 
world, and providing the head- 
quartos of one quarter of all 
Goman joint stock companies 

- will not be recreated in a 
hurry. 

But a parliamentary thumbs- 
down for Berlin next year will 
not represent the last word on 
where the Goman government 
will end up. 

Even if Bonn wins a stay of 
execution, the many foreign 
governments which have main- 
tained pre-1945 embassy sites 
in Berlin can still be expected 
to keep open tbe option of an 
eventual return to the Spree. 



after an obligatory two-year 
stint in the National People's 



Daniels: no early move 


stint in the National People's 
Army. The CDU was the larg- 
est and most servile of the 
“bloc" parties allied with the 
ruling Communists. 

The demands made on non- 
communists such as himself, 
Mr Krause noted recently, 
were far greater than on "com- 
rades". “One had to achieve 
more than a Communist to get 
anywhere." he observes. 

When Mr Mikhail Gorbachev 
buried the Brezhnev Doctrine 
of limited sovereignty for 
Moscow's allies, Mr Krause 
saw East Germany’s chance to 
become more independent He 
and a group of like-minded 
CDU members met privately to 
discuss the failures of the 
planned economy and the only 
alternative, the social market 
economy in West Germany. 

After the Honecker regime 
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MR OSKAR Lafontaine is the 
main political victim of nnity. 
Last October, the 47-year-old 
premier of the Saarlan d still 
seemed the sensible choice as 
Social Democrat chancellor 
candidate for the national elec- 
tions this December. 

After the failure of the 
schoolmasterly Mr Hans- 
Jocben Vogel in the 1983 elec- 
tion and the uninspiring Mr 
Johannes Ran in 1987, the pug- 
nacious Mr Lafon taine was a 
breath of fresh air. “He 
embodies the post-material, 
post-nation state values of our 
West German generation,” 
says a friend. 

Unfortunately for Mr Lafon- 
taine and the SPD, these pro- 
gressive west German values 
are alien to most east Ger- 
mans, who prefer Mr Helmut 
Kohl's simple national pride 
and his embodiment of bour- 
geois weH-being. 

West Germans such as Mr 
Lafontaine are not actually 
opposed to reunification but 
certainly out of sympathy with 
the feelings that accompany ft. 
Germany, he has said, la a 
“provisional entity", which has 
rediscovered national unity 
just as the nation state is 
becoming superfluous. 

The SPD now seems saddled 
with an all-German liability 
rather than fhe uplifting stan- 
dard-bearer of west German 
red-green politics they chose a 
year ago. Mr Tafantnin** cannot 
appeal to both west and east 
Gomans without Chang in g his 
basic approach, which he has 
refused to do. Whether he lives 
to fight a gain may depend on 
how badly the SPD is defeated, 
bow much of tbe blame be has 
to cany, and how be reacts to 
his first big political defeat 

Colleagues who argue that 
his refusal to adapt to the new 
reality has cost the party dear 
have some damning evidence. 
The SPD did not suffer, ini- 
tially, from the rush to unifica- 
tion. It reflected, better than 
the government. West Ger- 
many’s ambivalence towards 
tbe collapse of East Germany. 

With tbe elderly ex-chancel- 


PROFILE: Oskar Lafontaine 


Victim of unity 


lor Mr Willy Brandt (briefly 
considered as a possible 
replacement to Mr Lafontaine) 
tweaking the pro-unity emo- 
tions of his own generation 
and Mr Lafontaine ignoring 
nationalist emotion In favour 
of the social and economic 
problems of unity, the party 
appeared to have an effective 
double act 

Things started to come apart 
with the East-SPD's poor per- 
formance in the free elections 
in East Germany in March. 
Then, in April, Mr Lafontaine 
suffered a knife attack which 
nearly killed him. Many sup- 

E tiers hoped he would emerge 
s belligerent, perhaps even 
humbler - but the opposite 
was the case. 

At the beginning of June, 
after a two-month convales- 
cence, he gave an interview in 
which he told his SPD col- 
leagues that they bad been 
doing a rotten job in opposing 
Mr Kohl’s rush to unity; that 
the latter’s decision to opt for 
early monetary union was 
disastrous; and that the state 
treaty accompanying monetary 
union should be symbolically 
voted a gains t in the Bundes- 
tag, where the party did not 
have the votes to block it, but 
reluctantly supported in the 
Bundesrat, where it did. 

It was a mistake which 
seemed to crystallise Mr Lafbn- 
taine’s w eakness es as a chan- 
cellor candidate, and sent his 
own and the SPD's ratings 
plunging. “The wrong man at 
tbe wrong time”, declared the 
SPDsympathetic Die 2eit 
Never a reassuring man or 
politician, he seemed unable to 
grasp the East Germans' need 
for hope. Even when he was 
right, his negativity lost him 
political credit He was right, 
for example, about the need to 
stop east German immigrants 



Oskar Lafontaine 


MR Giinther Krause’s former 
life - lecturing at the Techni- 
cal University In Wismar - 
seems far remote from that of 
the 37-year-old minister in 
Chancellor Helmut Kohl's Cab- 
inet who is responsible for the 
east German economy. 

But the stocky technocrat 
with doctorates in construction 
engineering and information 
systems still speaks with pride 
of developing a computer-aided 
system to vary the pre-febri- 
cated apartment buildings in 
Rostock so that they stood out 
from East Germany's endless 
blocks of slab-bousing. 

In 1987, Mr Krause became 
regional head of the Christian 
Democratic Union (CDU) 
which he had joined in 1974 


PROFILE: Gunther Krause 


CDU reformer 


fell Mr Krause was elected 
CDU chairman in the northern 
state-to-be of Mecklenburg-Vor- 
pommern. Delegated to the 
party executive in Berlin, he 
caught the eye of Mr Lothar de 
Maiziere. the new CDU chair- 
man. Highly articulate - 
although his soft accent still 
betrays his origins in Halle - 
and able to digest great 
amounts of information, he 
exuded a self-confidence rare 
among east Germans. 

Mr Krause was chosen as 
CDU parliamentary whip and 
in April was appointed state 
secretary to Prime Minister de 
Maiziere. It was in this post 
that he led the East German 
delegation in the negotiations 
for German union. 

One of his most difficult 
moments, he recalls, came on 
tbe first day of negotiations in 
April when he was presented 
with West Germany’s rough 
draft of the treaty. “1 had only 
four hours to study it and pre- 
pare our position." he notes. 

Another precarious moment 
was during a demonstration 
last summer by tens of thou- 
sands of irate formers in East 
Berlin at which the agriculture 
minister was shouted down 
and pelted with fruit. Mr 
Krause, no thin-skinned indi- 
vidual and married to an agri- 
cultural scientist, grabbed a 



Krause: practical 


microphone and assured the 
farmers that aid was in the 
pipeline. 

“You don’t see the formers 
demonstrating these days," he 
notes with satisfaction. He is 
in favour of founding new farm 
cooperatives and even large- 
scale state farms. “Remember, 
60 per cent of the land in Meck- 
lenburg and Vorpommem con- 
sisted of state forms before the 
war,” he recalls. 

Mr Krause’s services to Ger- 
man unity, his engineering and 
computer background and his 
strong practical bent, led Chan- 
cellor Kohl to confirm him as 
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pouring Into the west, prior to 
unity, but he managed to 
sound anti-east German. 

Arguably, he was also right 
to elaim that the government’s 
rather laissez-feire approach to 
monetary union was causing 
unnecessary economic destruc- 
tion and raising the price of 
unity for west Germans, but 
sounded as if he was promising 
more state support to east Ger- 
mans while bemoaning the 

costs of unity to the west 

Mr Lafontaine cannot be 
written off. He is one of 
Europe’s first real post-indus- 
trial political leaders. He 
comes from the left but regards 
himself as a problem-solver 
and if left-wing Ideology or 
trade union interests get in tbe 
way of a rational solution, he 
chooses the rational solution. 

The “ecological restructur- 
ing” of industry. is bis main 
theme, but by SPD standards 
he is rather pro-market and is 
certainly convinced that social 
democratic politics cannot be 
bought with large public defi- 
cits. He is also prepared to 
challenge party shibboleths on 


immigration Wfie atacktog 

the centre-right 
man-blood" i»lkty towards east 
European imraigratm 

He also has ; an impressive 
record in his home-state of 
Saarland, a depressed former 
steel and coal region- He wee 
bom there in 1943. theson of a 
baker Wiled on the last day of 
the war, and was tawratjm 
by his devoutly Catholic 
mother. He Joined the partita 
1S66 while studying as a physi- 
cist and 10 years later became 
the youngest ever mayor of 
Searhruckeu, toe state, ca patal 
•Rien in 1977 he won toe state 
from the Christian Democrats, 
becoming the youngest ever 
minister president : 

Despite resentment of his 
high-handed manner he also ■ 
risen rapidly In the nattered 
SPD, hatoedby aspeajdngWrik 
ity rare m German politics. His 
cocksure manner can some- 
times appear rather immature. 
Ids delivery rather automatic, 
and his intellectual arrogance 
unbearable. But unlike some 
politicians, bis love of power 
does seem to know limits. 

He has a life and interests 
outside politics; friends say he 
has often considered retiring 
from public life. His lffe- st^le 
could scarcely be more differ- 
ent to Chance llor K ohl's ultra- 
German conservatism. 

Mr Lafontaine holidays in 
Spain or Italy, as opposed to 
Mr Kohl’s Austria; he wears 
stylish clothes, counts pop- 
sters among bis friends, SKaks 
French Rn gtigh, and Is a 
good cook. He is twice divorced 
with a young son and. now 
lives with a 34-year-old econo- 
mist, described as a “feminist 
punk" in the popular press, 
who has strengt he ned hiacon- 
cem for sex equality. 

He appeals to the generation 
which was marked by the 1968 
student movement, most of 
whom have grown to like their 
modest little republic and feel 
uncomfortable about Germany 
playing a larger role on the 
world stage. - 


David Goodhart 


one of the four new east Ger- 
man ministers without portfo- 
lio. His brief is to coordinate 
the structural changes in the 
ailing economy, a task which 
wfll directly involve him wife 
the Treuhand, the agency 
responsible for privatising east 
German companies. 

Accompanying Chancellor 
Kohl to the opening of an Opel 
assembly plant in Saxony 
recently, Mr Krause spoke out 
. sharply against local authori- 
ties in the east for failing to 
use appropriated investment; 
funds. They are more inter-': 
ested in selling public land 
profitably than in attracting 
new business ventures, he 
claims. ' 

Far too many company direc- 
tors in the east are leftovers 
from the old regime and 
learned about capitalism from 
Karl Marx, he says, smiling 
thinly. Workers are suspicious 
of these directors who have 
merely changed their titles and 
frequently enriched themselves 
in "scandalous" fashion. The 
growing number of new Mer- 
cedes and BMWs with east Ger- 
man licence plates parked out- 
side factories and offices 
appears to hear him out 
He insists that he never 
believed the problems of east 
Germany could be solved in a 
year. The nadir of economic 
activity would be reached in 
January and February and 
then pent-up demand for con- 
struction would surge in the 
spring, gradually pulling up 
the rest of the economy with it 
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As the premier city ot Saxon-Anhalt, HALLE is a thriving centre 
of commerce and industry, rich in potential for businesses 
wishing to take advantage of the many opportunities offered by 
a newly unified Germany. 

Promising all the convenience of major motorway and railway 
links, an international airport and an executive business airfield, 
HALLE is ideally situated in the centre of the Halle-Leipzig area, 
the hub of industrial development in the new Germany. 

The city is working hard to rapidly improve its infrastructure - 
an expanding centre of distribution, an improving telecommuni- 
cations network and a three-fold increase in hotel beds by the 
end of 1991. New opportunities are opening all the time and are 
there to be exploited by the area's vast source of skilled labour. 

In HALLE, you are also dealing with professionals who are 
eager to do business. That's why you can expect enthusiasm, 
dynamism and a refreshing absence of bureaucracy. HALLE is 
not the kind of city to simply present you with business pro- 
spects, but a city that will provide you with all the help possible 
to seize upon these opportunities and move into action imme- 
diately. 

Face the future with HALLE and face the future of a new Europe 
with confidence. 

HALLE 

City of opportunity. 


WE'LL COME TO YOU 

Interested in the potential of HALLE? - Just say the word and our experienced de- 
velopment consultants will be at your side, with all the information you could ask 
for. Better still, why not come to us? Be our guest and enjoy real V.I.P. treatment 

Call: 



Or write: 

MAGBTRAT DER STADT HALLE 

DEPARTMENT FOR ECONOMIC DEVELOPMENT 
MARKT 1 ■ GDR-402Q HALLE/SAALE 






THE extended Federal Republic has 
to cope both with the shock of inter- 
nal currency union and the changed 
external circumstances caused by 
the Gulf crisis. 

The primary effects of both 
events can already be analysed. The 
larger part of the new Germany - 
the 11 Lender from the West - is 
still enjoying unbroken growth. 
July's introduction of the D-Mark 
into east Germany set off a strong 
demand push benefiting the west 
German economy. Domestic 
demand for manufactured goods 
rose in July by 4 per cent compared 
with June, and was up 5.5 per cent 
compared with the average level of 
the second quarter. 

The exaggerated "demand shock'* 
expected by many will not material' 
Ise. German producers have reacted 
to the extra demand with great flex- 
ibility. Especially in consumer 
goods, German capacity limits are 
much less rigid than had previously 
been feared. 

Another factor easing strains has 
been that exports have slackened 
appreciably and that German 
wholesalers have been stepping up 
imports. With the expansion of the 
goods range on offer in eastern Ger- 
many, turnover In the west German 
retail trade will normalise in com- 
ing months and will shift, in effect, 
to the east Companies are also 


Ernst-Moritz Lipp assesses the economic outlook 


‘Grundlichkeit’ has to fall by th 


moving increasingly towards 
starting up production facilities m 
east Germany. The west German 
washing powder manufacturer Hen- 
kel, for instance, has decided to buy 
a company in east Germany, and 
will produce and package washing 
powder "on site" in the new market 
Only the east German company’s 
research department will be closed, 
as Henkel has sufficient capacity at 
its headquarters in DQsseldorf. 

Similarly, we shall see food com- 
panies turning increasingly to east 
German production. For the 
moment, though, a "split economy" 
between east and west Germany 
will continue. In the west, output is 
expanding sharply, while in the 
east, it is still failing. This has not 
happened merely since currency 
union on July l - production in the 
east has been in decline since the 
end of 1989. 

Although the situation varies 
from sector to sector, production in 
the east by the end of this year is 
likely to be 10 to 20 per cent lower 


than at end-1989. The decline is par- 
ticularly pronounced in sectors 
such as confectionary, coffee, preci- 
sion and optical machinery, mining 
equipment and plastics, which have 
registered reductions of between 20 
and 50 per cent. 

On the other hand, some sectors 
are enjoying high growth rates - 
printing, shipbuilding, data process- 
ing, railway wagons and measuring 
and control equipment. There are 
«fig ns of an end to the recession in 
the east German construction 
industry, while the general situa- 
tion in the retail and services areas 
is stable. 

In the meantime even pessimistic 
observers abroad should realise that 
reunification will not lead Germany 
on to an inflation path. Forecasts in 
London and New York at the begin- 
ning of the year that Germany 
would have an infla tion rate of 6 
per cent were completely overdone. 
On the contrary, unification has 
proved to have more deflationary 
than inflationary consequences. 


This will remain the case for as 
long as wages in east Germany 
remain dearly below the level in 
the west of the country - a period 
which will last for several years 
still. During this time, there will be 
a natural brake on wage increases 
in the west East German workers 
□n lower wages will be travelling in 
to find employment. Even after the 
dampening of the great flood of emi- 
gration at the end of 1989 and the 
beginning of 1990, many east Ger- 
mans are still attracted by the idea 
of moving permanently to the west 

Monetary analysis also shows 
that a wave of inflation cannot be 
expected. The Bundesbank has 
taken over the monetary controls 
for the whole of Germany. Among 
the east German population, there' 
is great Interest in capital accumu- 
lation. Investors are buying up 
securities to profit from high rates 
of interest. One old cliche has been 
reproven: the Germans In east and 
west are great savers. 

What about the general economic 


policy environment? The public sec- 
tor deficit has been sharply expan- 
ded, and will be around DM100 bn 
for 1990 alone for the whole of Ger- 
many. The Increases in state spend- 
ing have had a clear effect in boost- 
ing the economy. Certainly, without 
reunification, nobody would have 
suggested running an expansionary 
fiscal policy in 1990 and 199L Now, 
however, circumstances have 
changed. Budget policy is helping 
the new Germany to become a 
stab ilising factor for tile whole of 
Europe - including the former east 
bloc countries. The high German 
deficit is also helpful in countering 
any risks stemming from the uncer- 
tain state of the world economy. 

It will none the less be necessary 
for the central, state and municipal 
governments after the elections on 
December 2 to agree a budgetary 
consolidation package to reduce the 
public deficits from 1992 onwards by 
DM 20 bn or more. The unity eupho- 
ria has certainly proved short-lived. 

But the reports of crisis in east 
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TAKE a trip into east Germany 
and what do you see? West 
German cars, west German 
kitchen equipment, west Ger- 
man sewing ma chine s, west 
German toys, and west Ger- 
man machinery, in fact the 
west German version of almost 
any product you can think of. 

True, it is not a monopoly. 
When it comes to hi-fi and 
home electronics, it is Japa- 
nese goods that are mostly In 
demand. Some of the cars are 
also Japanese, or French or 
Italian, and the shops and 
supermarkets are stocked with 
a variety of products from 
around the world which east 
Germans previously only knew 
about from television. 

In short, east Germany has 
been invaded by sellers of 
western goods, and most of 
them are from west Germany. 
Without the wealth and indus- 
trial success of the west Ger- 
mans. the five new states in 
the east would have far less 
chance of making the grade to 
the prosperity of the free mar- 
ket. Even with this backing, 
the road will be a tough one. 

One of the main forces 
behind the peaceful street revo- 
lution which led to the toppl- 
ing of the Honecker regime 
was the luxe of western goods 
and the realisation by East 
Germans that they had little 
chance of obtaining them. This 
was not the only reason, by 
any means. Others were the 
desire for more freedom, dis- 
gust at excessive pollution, 
irritation with the stifling 
bureaucracy, and anger at the 
secret police. However, frustra- 
tion with their limited eco- 
nomic prospects firmly under- 
lay their discontent. 

In view of the immense 
financial and economic chal- 
lenge posed by German unity, 
it is just as well that west Ger- 
man industry is moving along 
at a cracking pace, although 
this also means capacity bottle- 
necks and skilled labour short- 
ages. The revenues generated 
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by west German companies, 
which are benefiting considera- 
bly from the surge of demand 
from the east, will help pay for 
the climbing costs of unity. 
East Germans are keen to buy 
west German goods for the 
same reasons that these have 
had such success in world 
export markets: high quality 
and r eliability : punctual deliv- 
ery; and modern, functional 
design. They are far better 
packaged than goods in the 
east, a point which east Ger- 
man consumers appreciate 
after decades of drabness. 

West German industry Is 
also a world leader in avoiding 
and combating pollution, 
although west Germany is by 
no means free of environmen- 
tal problems. By locking on to 
west Germany’s industrial suc- 
cess, Germans in the east hope 
to close the huge gap in living 
standards. For their part, many 
west German companies see 
worthwhile investment pros- 
pects in the east, although 
there has not been an indus- 
trial spending wave there yet 

The most highly publicised 
venture has been that of Volks- 
wagen, the car company, with 
a DM5bn investment to pro- 
duce family cars. But other big 
concerns like Siemens, the 
electrical and electronics 
group, Mercedes-Benz, the 


Demand from the east has industry hopping, writes Andrew Fisher 

Invasion of consumables 
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truck subsidiary of Daimler- 
Benz, AEG, the electronics and 
electrical subsidiary of Daim- 
ler, and energy companies 
RWE and Veba are also putting 
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Noil that some of these 
neighluring economies are 
slowin down, some of the 
west hrman output that 
might lave gone to, say, 
France, he Netherlands, or the 
UK, is Wing into east Ger- 
many. his will have the 
healthy feet of curbing west 
Germany big trade surplus, 
which nailed DM185bn in 
1989, butWid cause inflation- 
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continue! at frill stretch. 
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goods rathohan investing in 
new plant ! the east. Bnt 
whether ttir stay put or 
advance easlards. new capac- 
ity will be mired to. satisfy 
the extra lft people added 
through Germ unity. Thus 


l 


down roots in east Germany. 

On a smaller scale, BMW, 
the up-market carmaker, plans 
to set up a plant for large 
machine tools, while Robert 


Bosch Is linking op with an 
east German company in the 
car components sector. 

All of these west German 
investors are household names. 


They represent west Ger- 
many’s industrial might, which 
has turned in soaring trade 
surpluses and made the coun- 
try into one of the world's 
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David Goodhart looks at the economic prospects in the east 


Slumbering but not dead 


THE CONSERVATIVE German 
Economic Institute recently 
published a report predicting 
that future economic growth in 
east Germany would be 7.5 per 
cent a year and that the lift to 
the west German economy 
from unity would make the 
undertaking self-financing. 

Germany’s Trade Union Fed- 
eration could not control itself. 
Next day it responded on the 
front page of the main business 
daily, saying that GNP in east- 
ern Germany would Call by 
more than 10 per cent this year 
and the same again next year; 
the cast would soon have 2.5m 
unemployed, including short- 
time workers doing nothing: 
and unity would require fresh 
borrowing of DMlOObn per 
annum for several years. 

Both views are right. It just 
depends which data you choose 
to highlight and, in particular, 
what time-scale you take. Tbe 
consensus is that the upswing 
in east Germany will begin in 
the second half of next year; 
roughly 18 months after mone- 
tary union was agreed. Rather 
later, in other words, than 
most people had hoped. 

That upswing depends on 


investment and even Mr Hel- 
mut Haussmann. the Bonn eco- 
nomics minister famous for his 
bland optimism, admits that he 
underestimated how unattrac- 
tive it would be to invest in the 
east A recent poll of west Ger- 
many’s top 500 companies 
found that only 3 per cent are 
producing or operating in east 
Germany, although nearly 50 
per cent said they intended to 
start investing before the end 
of next year. 

Most of tbe very largest com- 
panies - Volkswagen, Daim- 
ler, RWE, Siemens - are there, 
heavily in the case of Volkswa- 
gen, and there have been a few 
well-publicised investments by 
non-German companies, but 
private capital is still only 
trickling eastwards. 

Politicians promised that 
with monetary and economic 
union on July 1. and later with 
full union on October 3, all hin- 
drances to investment would 
be swept away. But two have 
remained obstinately immov- 
able: the lack of suitable prop- 
erty and the lack of decent 
infrastructure. 

In the face of these, and 

other, disincentives. Chancel- 


lor Helmut Kohl’s attempts to 
prod west German businesses' 
patriotic conscience has had 
little effect The government Is 
trying tastier cash Incentives. 
Investment grants in east Ger- 
many can be as high as 33 per 
cent, and now the Free Demo- 
crats are pressing hard for a 
temporary suspension of all 
corporate taxes in the east 

That might help, although 
Mr Klaus-Dieter Findeisen, 
head of KPMG Feat Marwick 
Treuhand, believes that west 
German business is waiting for 
prices in east Germany to hit 
rock bottom before moving in 
to pick up tbe pieces. 

Investment decisions take 
time, so it is unfair to bemoan 
the lack of western investment 
after only four months of eco- 
nomic union. But there have 
been a few other unpleasant 
surprises, such as tbe swift col- 
lapse of east German agricul- 
ture, for which the government 
seemed quite unprepared. East 
German consumers completely 
abandoned their own farm 
products in favour of west Ger- 
man products. 

East German food surpluses 
are being sent to tbe Soviet 


Union. But other deliveries to 
the former east bloc appear to 
be grinding to a halt The hon- 
ouring of east German indus- 
try’s contracts further east was 
supposed to act as a cushion 
during the process of adapta- 
tion to a market economy but 
many contracts have been can- 
celled because the former east 
bloc countries cannot pay the 
hard currency prices. 

Scare stories predicting 
social unrest in east Germany 
as unemployment began to rise 
have proved unfounded. Most 
of the 500,000 unemployed 
workers are getting paid more 
now than they did when they 
worked. They get 70 per cent of 
wages which have risen 
between 30 and 50 per cent 
since July 1, although average 
wages remain about 60 per 
cent of the west German level. 

Short-time working effects 
1.8m, of whom nearly one-third 
are In effect doing no work. In 
most cases they receive 90 per 
cent of the newly raised wages, 
Bonn pays 65 per cent and the 
companies pay the rest Work- 
ers on short-time are supposed 
to be retrained, but few are. 

Bonn’s support for short- 



been successful. But 
acquisitions in the la 
by tbe Hoechst chemi 
of Celanese, by the 
mann media concern 
records and Doubleda 
fishing, and by Con 
tyres of General Tire, 
shown that German b 
becoming more m 
The chemical and p 
ceutical groups, inclu 
BASF and Bayer and 
smaller Henkel and 
are among the most 
west German companies 
too, are the motor man 
era. VW Is involved in 
South America, and C 
while Mercedes also has 
plants In Sooth America 
Spain, as well as in the 
rnd/WABin anA SOUth 
The fact that many 
companies have spread 
activities so for afield gi 
them extra financial and 
trial strength, but ce 
does not make them any 
vulnerable to market p 
sures. NIxdorf Computer, 
example,- & fanw high 
has been taken over by 
mens after ft ran into acu 
difficulties -in a. toughly com 
petitive market. VW has 
under cost pressures, while the| 
big chemical groups have seeng 
their profits eroded by the? . 
strength of the D-Mark. ‘ 
Providing a taste of what the « . 
future may bring for west Ger- • 
man companies, unused to the • •. 
threat of hostile takeovers, v 
Pirelli of Italy recently ? 
launched a lad for Continents] 
tyres which sent the latter rap- » 
idly into defensive gear. It j 
-comes as the world lyre Indus- i 
try is suffering from low prices * 
and Intense competition. What- * 
ever the outcome of Pirelli’s - 
attempt, the German corporate ? 
scene will probably never be L . 
quite the same again. With all : 
the excitement about opportu- 
nities in the east, it is easy to 
forget that German companies 
are still fi ghting their main 
battles in western markets. 
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The market square In Bonn 

time working runs out next 
June, and full unemployment 
benefit lasts only about a year, 
so if new jobs are not being 
created by then, more east Ger- 
mans could start to feel the 
pinch. But they will continue 
to cost Bonn a lot of money 
and to depress tax revenues 
from east Germany; so the 
later the “takeoff," the higher 
the cost of unity. 
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Reports claim that the cost 
of living in east Germany has 
fallen since monetary union, in 
spite of the price rises, thanks 
to problems in tbe retail sector. 
Prices have tumbled for cars, 
televisions and luxury goods 
but the price of basics is cer- 
tainly higher than it used to 
be. Existence has become more 
expensive, though living com- 
fortably is cheaper. 


(That is one reason Bonn 
just decided to raise the 
mum pension, of DM495 
month, by 15 per cent, e 
daily as more subsidies, 

energy for example, will disa 
pear from next year). 

Meanwhile, in spite of hav- 
ing just swallowed DM30bn in 
liquidity credits, the east Ger- 
man corporate sector has only 
just begun rationalising, with 
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Berlin: birthplace of Kempinsld. 

Germany’s most venerable contribution to tbe European Grand Hotel tradition. 


Berlin wouldn’t be Berlin with- 
out its “Kempinskf on Kurfur- 
stendaium. Here the traveller 
experiences the quintessential 
Berlin. 

And what the legendary Bris- 
tol Hotel Kempinski is to Berlin, 
the Hotel Vier jahreszeiten is to 


Munich. It opened in 1858 at the 
Royal command of King Maxi- 
milian II on the splendid boule- 
vard that bears his name. 

Hamburg An der Alster: One 
of Germany’s most beautiful 
lakes, with one of the world's 
most illustrious Grand Hotels - 


the Atlantic Hotel Kempinsld 
Hamburg. 

A prime address in the Han- 
seatic city since 1909, when it 
debuted as a haven for passengers 
of the great transatlantic luxury 
liners. 

Gassic country-estate flair is 


yours to enjoy in the 37-acre 
park of the Hotel Gravenbruch 
Kempinski Frankfurt. Only 15 
minutes from both Frankfurt Air- 
port and the heart of town. 


Welcome to Kempinski. 


Kempinsld Hotels in Bangkok; - Beilin Bombay - Buenos Aires ■ Dallas - Frankfurt - Hamburg - Hong Kong - Istanbul - Munich - - Toronto 

Central Reservations and Information in Great Britain: Telephone 0-800-89-8588 toil free. In USA and Canada: Telephone {8Q0J 426-3135 toll free. 
In Far East (Hong Kong): Telephone 00852/S77-3777. In Germain Telephone 01303339 toD free. 

Kempinski Hotels are 0 L uf t ha nsa Hotels 
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East Germans share their westernsousms* driving passion 

Fill throttle to the future 



flihfT Aabwood 

From th*jtibUiira to the rldleufoiUR Via Trabant makes way for lux¥ cars from the west 


SMALL BUSINESS 


Adapting fast 
and Joyously 


WEDKSDAY October 3 was a 
nonni working day at the 
Gersae printing concern. 
WeQ, hnost no rmal _ 

Whe thousands of Leipzig- 
ers cowded on to the streets 
for tfc unification. holiday, Mr 
and Its Gersfine were catch- 
ing ife on customer orders. 
But‘as participants in last 
yfeats peaceful Monday 
nutfhes that spawned the 
bewldering changes in East 
Genany, the couple, in their 
eaiy 50s, are far from 
inatoched by the drama of the 
reelution. 'Wholeheartedly 
emracing the new environ- 

i'The machinery 
ised to seize up at 
* about 2 deg C’ 

IMMSHBi 

i^nt - "Unity cannot come 
cflckly enough." says Mrs Ger- 
sne, in marked contrast to 
mny of her more fearful 
fiends - they are fall of hope 
s they plot the regeneration of 
je old family business in the 
re-war printing capital of Ger- 
nany. 

A printer of office and per- 
tonal stationery, Mr Gersfine 
jperates the business started 
ay his grandfather in 1934. 
Until now functioning with a 
Heidelberg letterpress dating 
from that year, the overnight 
arrival of the social market 
economy for him takes the con- 
crete form of an Apple Macin- 
tosh desk ' top publishing sys- 
tem, laser printer and three 
tonnes of new equipment from 
Heidelberg, the west German 
Arm. ' 

His wife, expressing the gen- 
uine (if not yet very capitalist 
sounding) motivation behind 
the steady stream of 15-hour 
working days the new condi- 
tions demand from both of 
them, explains: "We owe it to 
my husband’s father, who 
struggled on crutches up these 
three flights of stairs every day 
until his 79th birthday. All that 
effort cannot have been for 
nothing." 

Previously working in a 
leaking, unheated loft ("the 
machinery seised up at about 
2degC”), the Gereflnes strug- 
gled to produce to their satis- 
faction for some 100 clients, 
who Included the Leipziger 
Volkszeilung, the local newspa- 
per created following the 1848 
revolution; and the Edbliogra- 
phisches Institut, publishers of 
the Duden dictionary. In a cli- 
mate fa which virtually every 
new order had to be officially 
registered (Departmen t pf 
Printing Approval), their style 
was also cramped by the stipu- 
lation that wood-free paper 
could be used only for export 
materials. - ... 

Heedless to say, that 
included materials for 'the Leip- 
zig Messe, the trade fair that 
twice a year paraded the com- 
munist eastern Europe’s finest 
wares- ’ , 

Nor was there any incentive 
to hire , the eight other assis- 


into the southern part of ti 
plH East Germany) still »m1p 
her eyes roIL The comma] 
economy did not operate ‘ 
this sort of leverage, and it W 
dearly no easy tag to cr 
vince her husband to make* 
leap. "We have to be preptn 
to take risks. Too many ofiy 
colleagues wfll not - the*re 
too used to doing whathe 
state tells them,” she ohsrea 

The Gersfines have adted 
fast. "In January weia£ 
approached the Staat&nk 
(state hanlriiig mfm npnTyOT a 
credit that would noeven 
have covered the arrest 
printing press.” Nothfacame 
of that application a^ay, 
leaving her free to pute the 
recommendation > her 
son-in-law, a satisfiedfnmch 
customer of BV of me 15 
years' standing. , , 

Typical of the wes t* ha nks 

in virtually pioneer*nitpry, 

BV was needed t pnmde 
much more than ifcrtandard 
service. Dealing wi. custom- 
ers who are nnfat iar with 
everything from tee added 
tar onwards, ba.*fs ha ve 
necessarily turned 0 ™ stingy 
credit' officers picW? holes in 
five-year plana to ' -serous and 
patient advisers j 10 
more or less faly friends. 
While the clued> Mrs Ger- 
sfine needed le help than 
many - indeed!* became the 
source of vital tnforma- 

tion for BV fa iwly lAdpaag 

weeks - the * flow plan 
projections c*® from the 
bank. Prev*sly having 

achieved an ai* 81 turnover of 

East Marts 800. Mrs Gersfine 
says aha wasUQned when a 
sales figure fr 99 * - with the 
new equir^pt ~ was 
suggested itbe region of 
DM390,000. 

However *roadly on the 

basis of hjnot her, figures, 
the DM350,' hwm was agreed. 
This repress almost the full 
cost ofthatupment, as virtu- 
ally ail f family’s savings 
was span* keeping afloat fa 
the rKfflr- r months before cur- 
rency m* “ a period when 
txaditionpbente were far too 
worried 0011 * their future 
prospec 10 pay their p rintin g 

Mefahile, for the bank, 
lackfahalance sheets and 
other fdliar tools document- 
ing a apany’s past, personal 
iniprfOns count for a lot 


‘)o many are 
usi to doing what 
th£tate tells them’ 


Evooe of strung motivation 
Is e principal security - 
toner with a hen on the new 
aafoerg. • 

m Mrs Gersfine has con- 
«ed herself that the ambi- 
t s sales target is attainable 


jven in August, with the old 
chinery and the rest of east 
rtnan industry fa chaos, the 
m managed sales worth 

to hire the eigm omer assis- 
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fixed, a wall will come out . the firm '•° r| be fa the 
the new HesMberg Is swung gtern environment, Mrs 
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by crane, and three new st 
have been hired. Two me 
will be added later in the y 
to help Mr Gersfine, who i 
trained printer. . 

But it is the diminutive 1 
ceaselessly voluble Mrs 
sfine who runs the comp* 
-My husband has no idea “ 
is in the files, whether wag 
money or not All he knc“ 
that we have a lot erf deVJa 
less than 12 months, si*" 
had to master everythin®™ 
SO years of western pi“° 
technology developme t0 
(Uscmmted cash flows. 

The DM350,000 
10-year loan arranged^* 
Baycrischc Yeretosba^*; 
the biggest Bavarten ^ 
bank that has espar 1351 


Gersfine places her faith firmly 
in “the new technology". Mar- 
keting, a concept entirely for- 
eign throughout the planned 
economy, is not something she 
Vine devoted much thought to, 
either. But with plana to oper- 
ate largely within Leipzig, the 
word-of-mouth principle is 
likely to serve the gregarious 
businesswoman well enough. 
Her more lackadaisical col- 
leagues, flounde ri ng in the new 
world, "already assume the 
Gersfines will print for the 
whole of Leipzig”, she remarks, 
stni faintly puzzled as to why 
others have not been so quick 
off the mark. 

Katherine Campbell 


1 0R second-hand car dealers, 
Ibe coming together of the two 
uermanys has been a bonanza. 
Dnce the border was thrown 
open in November last year, 
long-deprived east Germans 
were able to indulge two tastes 
for which their western cous- 
ins had become famous: cars 
and traveL 

From their closed-off Stalin- 
ist economy, most east Ger- 
mans had been nnahlft to visit 
the west Although many had 
cars, these were mostly out- 
moded domestic models, coixf 
paring poorly with those pro- 
duced in the west So once the 
D-Mark was introduced in 
July, and even before, they got 
out their savings and sped to 
the nearest used car lot 

The streets of Germany’s 
eastern regions, many of them 


rutted and potholed, have filled 
rapidly with second-hand mod- 
els from the west. Most are 
family cars, but a few of the 
more well-heeled east Germans 
managed to lay out enough for 
relatively new Mercedes and 
BMWs. Even Porsche has sold 
a few new models in the east 

Once the east German econ- 
omy picks np, demand for new 
cars is expected to rise sharply. 
Volkswagen, involved in a 
DMSbn project sear Zwickau, 
expects the market to reach 

500.000 new cars in 1995 and 
around 700.000 by the end of 
the century. It expects to sell 

50.000 new cars this year alone 
in east Germany, far more 
than it first estimated. Next 
year, it hopes for 100,000. 

By the end of the 1990s, car 
output in east Germany should 
total some 440,000 units a year, 
according to Automotive 
Industry Data of the UK This 
will take total car production 
to more than 5 3m units from a 
forecast near 5m in 1995 and 
4.8m (of which 4.6m was in 
west Germany) last year. 

VWs goal is to bring capac- 
ity at Zwickau up to 250,000 
Golfs a year, having begun 
with assembly of its small 
Polos. Opel, the German sub- 
sidiary of General Motors of 
the US, wants to build a plant 
at Eisenach, just inside the for- 
mer east German border, to 
turn out its small Corse and 
family Kadett mn riwiH 

Such ventures - Opel is 
awaiting GM*s go-ahead - are 
likely to benefit from the 
grants and subsidies offered to 
stimulate the eastern economy. 
Opel has begun assamh ifag its 


mid-range Vectra model in 
Eisena ch. Priced at DM25,000, 
it is not cheap by the standards 
of the lower incomes in Ger- 
many’s new eastern states; but 
Opel reckons it will find 
plough buyers for the 10.000 it 
wiD turn out annually. 

Even the rustiest bang- 
ers are better than the cars 
which east Germans u sed to 
drive. The Trabant, which car- 
ried so many people across the 
border in the euphoric days 
when the Wall was breached. 
Is now a non-starter among 
eastern Ger man consumers. It 
is, however, still produced for 
east European markets. 

As car penetration levels in 
eastern Germany approach 
those in the richer west, new 
roads will have to be built, 
more service stations set up, 
and far more driving licences 
issued. The in f r a struc t ure is 
years behind that in the west 

Moreover, t h e mining nf the 
modern automobile will 
severe disruption fa industry. 
At Eisenach, for example, more 
than 9,000 people were 
employed to make Wartburg 
cars, including parts. Far fewer 
will be needed fa the new oper- 
ation. Some jobs will be 
absorbed by other operations. 
BMW is building a new 
machine tool plant near Eisen- 
ach and will draw on available 
labour. But many will have to 
look elsewhere for work. 

Ultimately, the strength of 
the car market will depend on 
the development of the econ- 
omy, and thus new employ- 
ment, in eastern Germany. But 
one thing is sure: there will be 
no return to the days of the 
ugly little Trabant with its 
plastic body and choking 
exhaust Germans In the east 
have developed a taste for 
style, quality and, their often 
inadequate roads permitting, 
speed. 

Andrew Fisher 


Those thin concrete ribbons may be quaint. . 

A trip back in time 


OLD black-and-white films 
show smiling motorists a few 
generations ago, always wear- 
ing a coat and tie. Usually they 
wave to the camera before 
clambering into their narrow- 
bodied automobiles to drive 
away into the countryside over 
thin concrete ribbons. 

East Germany’s boxy Tra- 
bant cars resemble your basic 
car from the past The narrow 
concrete ribbons are also still 
there. Driving along Auto- 
bahns in eastern Germany at 
the ma-yimi iTn 100 km/h IS aMn 
to a trip back fa tims 

For today’s drivers from the 
west, the narrow roads without 
any shoulders or guard-rails do 
not qualify as safe highways. 
Almost all east Germany’s 
road network is in dire need of 
modernisation. This Is where, 
up to now anyway, public 
foods come in. 

“Just to make necessary 
improvements to get the roads 
up to west German standards 
will cost us DMlOObn over the 
next 10 years.” says Ms 
Gabriele Grimm, of Germany’s 
transport ministry. 

West Germany has actually 
paid more than DM£L5bn to the 
German Democratic Republic 
since 1972 to use the three offi- 
cial “transit Autobahns” to 
west Berlin. But very little of 
that went to maintain the 
roads In eastern Germany. Of 
the DM860m paid by west Ger- 
many last year for transit fees 
for 1990. accountants recently 
discovered only DM95m was 
actually spent on roads. The 
rest was funnelled for general 
spending, says Ms Grimm. 

A preliminary survey of the 





Traffic stops altogether on tee Leipzig to Dresden autobahn 


GDR road network showed 55 
per cent of the Autobahns are 
in “catastrophic condition", Ms 
Grimm says. The deficiencies 
range from potholes in the 
Autobahn to bad asphalt 
“which doesn't meet our stan- 
dard at all”, she says. 

In addition, the survey 
showed 68 per cent of east Ger- 
many’s city streets need repav- 
ing. In bigger cities such as 
Leipzig and Eisenach, the 
brick-paved and cobblestoned 
streets may look romantic to 
the tourist But potholes and 
the bumpy road surface serve 
as a test for a modem sedan's 
suspension system. 

The road survey also showed 
two-fifths of eastern Germany’s 
country roads need improving; 
and 22 per cent of the two-lane 
national road network must be 


repaved. No fewer than 30,000 
bridges in eastern Germany 
urgently require attention. 

With those kind of bills, the 
finance ministry has suggested 
private funds might be estab- 
lished to invest in road build- 
ing, apartments and telecom- 
munications. Publicly-financed 
services could also increase 
user fees to help pay for them- 
selves. Toll roads built by pri- 
vate investors could ease the 
financial crunch of rebuilding 
east Germany's Infrastructure. 
A US group has suggested 
building a privately-financed 
motorway between Dresden 
and Gorlitz in the southeast. 
The transport ministry will 
give a decision on this next 
year. 

Dennis Phillips 


From today, 
you can 

fly Lufthansa 
to Berlin. 


First the wall came down, then many another 
barrier. So we take pleasure in now being able to 
fly you to Berlin - with classic Lufthansa comfort. 
You have a choice of three classes. Each first-class 
in its own right 

We look forward to welcoming you aboard. 


From London-Gatwick to Berlin-Tegel 

dep. 7.25 arr. 1 0.20 daily exc Sun 

dep. 20.00 an - . 22.55 daily exc Sat 

From Berlin-Tegel to London-Gatwick 

dep. 7.05 arr. 8.00 daily exc Sun 

dep. 19.05 arr. 20.00 daily exc Sat 


@ Lufthansa 
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The debate over European monetary union centres around the Bundesbank, David Marsh\utlines the central bank sv 


THE BUNDESBANK this year 
has received a rude shock and 
an extension of its role. It is 
shaping up for an even bigger 
challenge - over the future of 
European money. 

The shock came in February 
when Mr Karl Otto Pohl. the 
president, learnt that Chancel- 
lor Kohl had changed his mind 
within 24 hours and decided to 
go full speed ahead towards 
German monetary union 
(GMU). The extension came on 
July 1 when the D-Mark was 
Introduced into east Germany 
- a foretaste of political union 
which came on October 3. 

The challenge centres on the 
war of nerves over European 
Monetary Union (Emu). Having 
been taken by surprise over 
German monetary union, the 
Bundesbank is warning that it 
will not be pushed into a cor- 
ner in the horse- trading over 
the inter-governmental confer- 
ence on Emu which starts in 
Rome at the end of the year. 

The central bank's basic 
stance on Emu has been as 
outlined by Mr Pohl for several 
years. The bank is not willing 
to see a new system set up 
which is less stable than the 
D-Mark-anchored European 
Monetary System, de facto 
operated by the Bundesbank. 

Now that Emu negotiations 


axe within range, the Bundes- 
bank is making sure that its 
voice is heard at the highest 
political leveL The bank’s poli- 
cy-making council unveiled on 
September 19 a lengthy docu- 
ment setting out a series of 
tough conditions for the path 
towards a single currency and 
European central bank. 

The mooted central bank 
must be built on German-style 
criteria: independence and 
anti- inflatio n commitment No 
timetable should be set up for 
the route to full Emu. Much 
greater strides should be made 
towards economic convergence 
before institutional changes in 
the European central bank 
structure can be considered. 
For example, just one of the 
Bundesbank’s conditions for 
the “final stage” of Emu - the 
move to irrevocably set 
exchange rates - is that 
“inflation has been very 
largely eliminated in all coun- 
tries”. 

Mindful of its reputation as 
the guardian of German money 
- and of the political turbu- 
lence caused in the past when 
principles of monetary sound- 
ness have been disregarded - 
the Bundesbank does not hesi- 
tate to take an almost apoca- 
lyptic line. “An early irrevoca- 
ble fixing of exchange rates 


A war of monetary nerve 


starkly demonstrates, the bank 
says, the costs of merging cur- 


rencies between regions of eco- 
nomic disparity before they 
have had tim e to converge. The 
bank's document last mouth 
says that, because of the eco- 
nomic challenge of unification, 
Germany will not be ready to 
<nstpr into any further commit- 
ments on Emu 'until the “sub- 
stantial transitional problems" 
of Goman unification are on 
the way to solution. At the ear- 
liest, the bank believes that 
this wUl be around 1993. 

The opposing arguments 
about the links between GMU 
and Emu will rumble on. The 
French government is particu- 
larly irked that, having 
extracted a promise from Mr 
Kohl in April to step up Euro- 
pean integration as a condition 
for German reunification, 
Boon seems to be backtrack- 
ing. 

Mr Theo Waigel, the finance 
minister, has given Mr P6hl 
.full backing in the hid to pre- 
sent agreement on any firm 
Emu timetable. This is much 
to the annoyance of Mr Hans- 
Dietrlch Gcnscher, the foreign 
pinister, who wants to press 
bead with Emu much faster. 

I Mr Hans TIetmeyer, a mem- 
Vr of Mr Kohl’s Christian 
emocrats, and the former 



am 




Discussing the future ol European money; Pflhl tfar left): who Is taking a firm stance has the support of finance minister JUtaKfl 
(left) which has annoyed foreign minister Hans-Dletrteh Genscher (right), Tietmeyer (far right) Is emerging as a pivotal figure | 


and the transfer of monetary 
policy powers to Community 
institutions would involve con- 
siderable risks to monetary 
stability, especially for the Fed- 
eral Republic of Germany,” 
said last month’s document. 

In his campaign to preserve 
the sanctity of the D-Mark, Mr 
Pohl believes that the desire of 
the populace for monetary sta- 
bility will take precedence over 
Bonn's political need (above 
all, with France in mind) to 


press ahead with European 
monetary integration. As he 
put it succinctly last month: “1 
cannot imagine that the gov- 
ernment will agree compro- 
mises which the Bundesbank 
believes to be wrong.” 

Some of Germany's EC part- 
ners have tried to use German 
monetary union as a device to 
accelerate Bonn’s policies on 
Emu. If currency union can be 
put into action between two 
such diverse economies as 


those in the capitalist and com- 
munist halves of Germany, so 
the argument goes, then it 
should be possible between 
Germany and the rest of 
Europe - in spite of existing 
economic differences. 

The unspoken stance of 
France or Italy is that other 
countries are tired of a Euro- 
pean currency policy run by 
the Bundesbank; the new sys- 
tem must force the Bundes- 
bank to give up power. 


The German central ban! 
turns this argument on its 
head The Bundesbank ripostes 
that GMU only made sense ad 
the first step towards full politH 
ical union. It points out that 
European political union is 
still a cloudy notion. 

The Bundesbank underlines 
- with a hint of “I told you so" 
smugness - the social and eco- 
nomic dislocation caused by 
the welding together of east 
and west Germany. This 
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THERE is a palpable feeling of 
self-satisfaction suffusing the 
German financial co mmuni ty. 
As strains in both the US and 
Japanese financial systems 
take their toll on the respective 
domestic institutions, Ger- 
many’s banks and insurance 
companies, protected from the 
more creative financing 
vehicles largely by virtue of 
stiffer regulations, look 
soundly capitalised and rela- 
tively profitable. 


The financial community is facing the chill winds of increased competition afur 1992 


Foreign expansion strategy under scrutiny 


But, however pleased they 
lay be that they did not 


may be that they did not 
indulge in, for example, the 
leveraged buy-out and junk 
bond' excesses of the 1980’s, 
domestic banks and insurers 
will not be immune from the 
chill winds of competition, as 
EC single market legislation 
begins to bite. 

Furthermore, in spite of a 
brisk start, unadulterated suc- 
cess for the western pioneers 
in east Germany is by no 
means assured. One obvious 
effect of a more competitive 
market at home is accelerated 
expansion abroad. Some of the 
moves made by top German 
names in the last 12 months 
have served as a reminder that 
this route Is no immediate pan- 
acea. 

Allianz, the country’s biggest 
insurer which has been looking 
for a suitable prey in the US 
market for years, took the 
plunge in August with the 
S3-3bn acquisition of Fireman’s 
Fund, a company best known 
for its problematic past. Too 
big to grow at home, most of 
Allianz’s new revenue sources 
are foreign, with the hitherto 
dependable west German mar- 
ket contributing well under 
half of group premiums. 

Consequently, the Munich 
insurer's earnings quality, 
exposed to the notoriously vol- 
atile US insurance business, 
could fell off quite sharply - 
even without taking into 
account the probable future 


oaming s pressure arising from 
Brussels' efforts to prize open 
the lucrative and tightly-knit 
west German hinterland. 

The financial scale of the US 
purchase has touched even the 
mighty Allianz, as the recent 
DM1.3Sbn rights issue into a 
weakened stock market demon- 
strated. 

Another important test of 
German institutions’ ability to 
continue growing abroad will 
be how well Deutsche Bank 
manages the integration of 
Morgan Grenfell, the UK mer- 
chant bank. Germany’s leading 
h ank professes to be uncon- 
cerned about this year’s likely 
dip in earnings at its purchase 
- the latter blamed on the 
cyclical nature of the mergers 
and acquisitions game. And too 
little has happened in the pub- 
lic domain since the purchase 
last December to warrant pre- 
dictions as to how the two 
opposing cultures will blend. 
This is an experiment being 
tried, on far less grand a scale, 
by West LB, the Dfisseldorf 
public sector bank that is co- 
operating with Standard Char- 
tered. 

Dresdner, the country’s sec- 
ond largest bank, Is understood 
to be interested in a British 
merchant bank, if it can find 
one. Meanwhile, at home, the 
d o mest ic savings market has 
been considerably shaken up 
by AUfwonz developments, or 
the fashion for one-stop finan- 
cial shopping. 

As a response to years of 
encroachment on their cheap 
funding base by insurance 
companies syphoning off retail 
savings, many of the banks 
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Bayerische Veralnsbank In Leipzig on currency union day 
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were forced either to team up 
with insurers for cross market- 
ing exercises or to set up their 
own independent insurance 
subsidiaries. 

Some of these initiatives 
have made a promising start 
but analysts believe it will be 
some considerable time before 
the new ventures make a size- 
able impact on profitability. 


The spectre of legalised money 
funds in Germany - long- 
mooted and now increasingly 
likely - could reek even more 
profound changes for the big 
institutions who could see 
their savings base eroded vir- 
tually overnight as funds flow 
to high yielding alternatives. 

Stm. 1990 at least Is expected 
to be another good year for the 


big private banks, in places 
thanks to some new revenue 
sources. Analysts think, for 
example, that Deutsche Bank 
has done particularly well In 
derivative products, including 
tailor-made over-the-counter 
instruments where margins 
can be lucrative. Against tins 
has to be set the very consider- 
able software and other invest- 


ment costs of the DTB, the 
options exchange Introduced at 
the beginning of the year that 
spurred the surge in deriva- 
tives market activity. 

Mr Stephen Lewis, banking 
analyst at Salomon, expects 
partial operating profits at 
Deutsche to reach about 
DM4.37bn (a 13 per cent 
increase), but adds that trading 
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that of Deutsche, with 
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integration process 
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a strategic headache, 
proved a welcome quasi 
sion to the cramped do 
market The strategy of 
trfiw anrf Dresdner in cap! 

Ing on the old network 
attain maximum presence' 
early as possible appears 
have paid dividends. 

As in the insurance 
where Allianz bought a 
Ity share in the former 
monopoly, the biggest will 
bigger - although most 
hope to increase their 
share by virtue of the relati 
weakness of the savings 
sector hi the east 
While the investment 
for the most ambitious en 
prises will be vast - Den 
has put almnrt DMlhn in 
tal mono Into its new 
joint venture ^ high levels of . 
initial business mean thaft . 
break even paints, on an oper-i .. 
a ting basis, will be reached* 3 
much sooner than expected, v 
Deutsche says that .if ft has ^ 
accumulated balance sheets 
footings of DM20bn by the end V 
of the year ft will be in the'V. 
Mack. By this measure, which' 
is no mean achievement con- ■ 
(riijpring staff costs alone run r - 
to DMIGOm for the period. 

The principal unknown is - 
the credit quality of the assets ’ 
they will collect over coming 
months and years. Until now, ' 
most loans have carried a 
state-guarantee. Advancing . 
credits at the banks' own risk 
will be a vastly slower and 
more painstaking business, 
and a good deal dependant an 
tiie recovery powers of the col- 
lapsed eastern economy. 


Katharine Campbell 
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in fact, more than 20% of all bank- 
ing activities in Gemumy are con- • 
ducted in Frankfurt, the country's 
financial capita). The home of Deut- 
sche Bundesbank as well as of die 
nation’s leading stock exchange 
and Options and Futures Exchange 
(DTB), Frankfurt has more foreign 
hanks than any other Continental 
European aty. 

K your company’s location re- 
quirements indude an advanced 
infrastructure where decision-mak- 
ing comes naturally, take a doser 
look at Frankfurt. You'll find at 
least 4TI good financial reasons — 
plus a lot more — to choose 
Frankfurt. 


FROM A prefabricated building 
planted in one of Leipzig’s 
municipal car parks Mr Rein- 
hold Mayer enthusiastically 
recalls the frenetic activity on 
Sunday, July 1 when the 
D-Mark came east and his staff, 
some two days oat of college, 
worked from 6am through to 
11.30pm, paying out crisp new 
notes to all-comers. 

Clad in ebullient green 
jacket and colour-coordinated 
spectacles. Mr Mayer, branch 
manager in Leipzig for the big- 
gest Bavarian bank, Bayer- 
isebe Vereinsbank, is still 
wide-eyed at the quite different 
mores in the east. 

“We advanced a car loan to a 
man who subsequently lost his 
job. He paid us back immedi- 
ately - trawling his friends for 
the money.” he observes. “1 
hope it stays that way.” 

The west German banks in 
general are pleased with their 
move east. It is providing stra- 
tegic problems as the timetable 
for economic and political 
union shortened before their 
planning committees, it has 
also proved an exciting diver- 
sion from the overbanked 
domestic market. 

In an atmosphere when 
industry was blenching at 
involvement with the crumbl- 
ing economy, it has fallen on 
the bankers to teach the basics 
of capitalism to the isolated 
and sheltered east Germans. 

The banks have found their 
feet considerably faster than 
expected - though they 
remain Car too dependent on 
the speed and extent of the 
revival of the eastern states' 
economy for any reliable esti- 
mates of profitability to be 
made at this stage. 

As recently as April, when a 
law was passed reforming the 
old east German banking 
monopoly, western institu- 
tions, then operating exclu- 
sively out of hotel rooms, had 
little idea when they would be 
able to open branches. Roughly 
a month later, they could be 
more or less sure that business 
would commence on July l. 
From that moment on. the rel- 
ics Of the communist hanking 
system became a threatened 
species. 


Banking opportunities in the east 


A market for the' 
bold and the brav 


Meanwhile, it quickly 
became clear that, with market 
share to be captured in the 
early months, the boldest (and 
richest) would win. 

Consequently Deutsche 
Bank, and to a lesser extent 
Dresdner Bank, muscled their 
way into the newly created 
Deutsche Kreditbank, the com- 
mercial banking arm of the old 
state monolith. Kreditbank, 
correctly assessing its own 
prospects as dim, was above all 
concerned with the welfare of 
its vast staff 

In exchange for a 
ready-made network and a vir- 
tual initial monopoly on corpo- 
rate clients, Deutsche and 
Dresdner took on respectively 
8,500 and 3,500 of the former 
state employees, the bulk of 
them women. 

For many of the other banks, 
the complete dearth of suitable 
office space meant swapping 
hotel rooms for buses and pre- 
fabs. Even installing prefabs 
was tricky; a Commerzbank 
official recalls the battle with 
the Leipzig authorities to set 
up their own two-storey build- 
ing because of complaints at 
the “appearance" of one 
already established across the 
hardly prepossessing parking 
lot 

Meanwhile, there is a large 
task in renovating the old state 
bank premises. Deutsche Rank 
is peeling off the Staatsbank 
signs to uncover its own pre- 
war logo on buildings that do 
not look as if they have been 
attended to since. And condi- 
tions are cramped even in the 
windy marble-portalled prem- 
ises of the Kreditbank - 
Dresdner Bank and the 
regional office of the Bundes- 
bank (central bank) are for 
instance confusingly sharing 


the same premises, including 
entrance, in the centre of Leip- 
zig. 

Personnel management is 
another large challenge. West- 
ern staff often live in poor 
hotels or rent a room from 
straggling east German fami- 
lies, and put in some 14 hours 
a day. 

This Is a major concern of 
ours,” says Mr Dietrich KdOho- 
fer, a managing board director 
of Bayerische Vereinsbank. 
“While we have been surprised 
at the general willingness to 
make sacrifices, we know at 
least some of our staff sepa- 
rated from their families, will 
want to come back. We hope to 
achieve a smooth overlap with 
east Germans we are training 
up." . 

Many, particularly the 
younger officers with vastly 
greater exposure than they 
could hope for in the west, are 
infectiously excited at operat- 
ing in an environment where 
they see a single bank credit 
saving hundreds of jobs. 

Deutsche Bank, by contrast, 
has expanded staff on the par- 
ent bank’s payroll by 20 per 
cent with virtually unskilled 
labour - the state bank han- 
dled no private customers at 
all, and the regimented deal- 
ings on the corporate side bore 
no relation to western-style 
banking. 

As well as retraining its new 
employees it has the far more 
delicate task of persuading 
them that their Jobs are secure 
- if indeed that is the case - 
in what are grossly overman- 
ned conditions. 

Still, the kind of entree 
secured by the two biggest 
banks has irritated their com- 
petitors. 

Mr Walter Serpp. chief execu- 


tive of Commerzbank, \ out 

angrily in July at the cWi_ 
five distortions: “We conj^fe 
complete newcomers fe re 
have been cases where cfea- 
nies have been threateneqth 

having their credits term&d 

if they go to another ban£p 
alleged. T 

Only his interventionfe 
said, had ensured that of 
banks were included in \ 
short-term state-guar anti 
liquidity credits that have q 
stituted the bulk of the lend! 
business since currency unia 
All the hankii are operatij 
almost in the dark when ■ 
comes to non-guarantee 


loans, particularly to the big 
companies. The first balance 
sheets are only now being labo- 
riously assembled, and Infor- 
mation from the Treuhand has 
hitherto been completely inad- 
equate. 

Small business start-ups 
have been easier to deal with 

- Mr Mayer says that betfetoii 

50 and 75 per cent of appUcar. 
tions have been approved, 
although he adds that in coek - 
ing months, where the recently 
unemployed are turning to a 
new business as other avenues 
dose, the bank may be marc 
diary. r 

While the credits are them*. ■ 
selves often for enterprises' no 
bank would finance In the west . 

- such as a caravan selling 
snacks, not a hopeless venture , 
in this undercatered area . 
much is controlled from bead ' 
office. 

T have a quarter of the com- - 
petence I had before,” says Mr v 
Mayer. 


Katharine Campbell 

Frankfurt 


ONE DAYfeMlNAR: 
STARTING BUSINESS 
IN GEbUny 

The German Chamber of I 
planning a one day seminarlSl^f, 


Development Corporation Nodj 
November 1990 to be held i 
London. 

The seminar is primarily dei 
managers and advisers of B 


and Commerce is 
>d by the Economic 
e- Westphalia on 21 ■ 
Hyde Park Hotel, 


^ plan to establish some sort J" 

Germany. Tr 

The topics dealt with by the severL 
economic, legal, tax and finandZ 
business in Germany, and thelocsi 
Cast of the seminar; 1 

MS3B5SEMS2 


d for the directors, 

1 firms which have 
■Ucts to Germany but ' 
nuanent presence in 


ikers will cover tiie 
Elects of starting * 
question. 


mber) and 
i Chamber) 
n are available 
bar of Industry ' 
Ion SW1Y-4BG : 
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PROFILE: Klaus Topfer 

A time for action 


The old traffic in refuse is proving an expensive mistake, writes GOnter Kowa 
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ONE way that Mr Klaus 
Topfer, the German Environ- 
ment Minister, can measure 
his ministerial efforts is to 
stance at companies' promot- 
ional campaigns. “Lex* at the 
advertisements,- he says. 
Oko, Bio, Natur - they're the 
best marketing arguments." 

The propensity of German 
business to use environment- 
friendliness as * gateway to 
consumers’ hearts Is just one 
sign of the interplay between 
the economy and.. the ecology. 

„ Mr Topfer, a compact Chris- 
tian Democrat professor from 
Silesia who nibrag quiet author- 
ity with the appreciate dose of 
good humour, is at the centre 
of a cluster of competing inter- 
ests. He has to fulfill the 
requirements of protecting 
nature and. at least half-way 
satisfying German Greens. And 
he must struggle to avoid the 
alienation of German industri- 
alists, on whose co-operation 
he depends. Asked if & is rear 
sonably pleased with his work 
since he took over the job in 
May 1987,' he says: “An Envi- 
ronment Minist er in a thickly 
populated industrial country 
should never be satis fi e d - 
and can never be." 

Mr TQpfer’s weight in the 
Bonn cabinet seems, however, 
to have grown lately. He is 
pleased that other minist ries 
ranging .from Development to 
Education are now building in 
envir onmental programmes as 
a matter of course. 

In June he pushed through 
government agreement - 
against some misgivings from 
the Economics Ministry - to 
bring in a "carbon tax 0 on 
energy as part of a drive to 
reduce Germany’s per head 
output of carbon dfoatide by 25 
per cent by the year 2005. At 
present, Germany’s * rate of 
annual emberinn of the gas - 
blamed for the greenhouse 
effect - is one of the world’s 
highest: 11 tonnes a head for 
west Germany, 22 tonnes (the 
world record) for the east 
“This is one area where we 
very well know that our job is 
not to criticise others, hut to 
act,” Mr TQpfer says. A 
detailed plan is due to be 
unvefled next month. 

He points to a string of legis- 
lative initiatives, to create what 
he calls "a better safety cul- 
ture" in Industry, as well as 
more stringent measures to 
improve air and water pollu- 
tion and to cut waste. 

Mr TBpTer confides that, in 
his. dally postbag; ozone deple- 
tion has been replaced as the 
main focus of citizens’ concern 
by complaints about packing 
material and other dregs of the 
"throw away society". 



Klaus TSpfor putting together a DMSOOm "action programme 1 


Mr Tflpfer has to push for- 
ward within the EC the goal of 
harmonising environmental 
regulations. This is not so 
much in the interest of interna- 
tional imriiq -B hinHinp hnf far 
more to prevent the drift of 
corporate investment to less 
stringently policed areas. After 
a long-standing row within the 
Community over German pro- 
posals to use differential taxa- 
tion to encourage catalytic con- 
verters in cars, most EC 
environment ministers now 
seem to favour this approach. 

Concerning the use of incen- 
tives to boost environment - 
friendly technology, Mr Topfer 
says that at the EC environ- 
ment ministers' meeting in 
Rome last month, “We were all 
of one (minion. This sort of tax 
measure is finding more and 
more support" 

Mr Topfer paints oat that the 
Europe of the Twelve repre- 
sents just one part of the over- 
all "European environmental 
community". As a restfft of toe 
breaking down of east-west 
barriers, the EC has a real 
chance erf helping to patch up 
what he eaTla the "ecological 
ruins" in toe east 

Since October 8, Mr TQpfer 
himself has been responsible 
for a number of these ruins. 
G erman unity brings “qualita- 
tively and quantitatively a new 
dimension,” says Mr TQpfer, 
"We have to deal with the ter 
rible legacy of socialism. This 
was ruthless exploitation of 
health and nature." 

Mr TQpfer’s Ministry is put- 
ting together a DMSOOm 
"action programme” for the 
rest of the year to tackle some 
of the most pressing environ- 
mental tasks in east Germany. 
He says one of the most impor- 
tant areas concerns the 
cleaning up of industrial sites 
in east Germany. Another 
headache comes from polluting 
lignite-fired power .stations. 

Other priorities are estab- 
lishment. of up-to-date water 
treatment and sewage facili- 
ties, and provision of district 
banting to compensate for the 


PROFILE: Davy McKee 


Clean-up specialists 


. ALL THAT dirty air hanging 
over east Germany's cities 
should mean a bright future 
for Davy McKee and its envi- 
ronmental dean-op processes. 

But it 1s Pvnari-pd to taka a 
. few years for both industry 
and governments to gather the 
money necessary to pay for 
cleaner air and water. So Davy 
McKee and the other German 
- subsidiaries of Britain’s Davy 
:• Corporation are finding new 
.. ways to sell their equipment 
and processes in eastern 
Europe. Whether introducing 
western investors to eastern 
producers, or setting up a joint 
venture with an east German 
engineering firm, the Frank- 
furt-based. operations are help- 
ing open doors in new markets. 

Unfortunately, the five flue 

has t haSt > *i 2 ?^e^ Germany 
have so for produced almost as 
much red ink as sulphur. Its 
most recent flue gas desulphnr- 
. ' r isatlon project for a power 
plant at East .Beriin-Ruminals- 
burg was finally turned over 
this June, IB months behind 
schedule and also in the zed, 
says Mr Wans ComperL 
;?•' As chief executive of the 
- German operations of Davy 
McKee, Mr Comperlsees great 
promise for the environ ment al 
V process. That is despite the 
£27m loss cm a £i50m contract 
\ for another of Its desulphurisa- 

** ‘ 1 tion plants at west Germany’s - 
Buscnhaus power station. It 
. . was commissioned in June 

’ ' 1987, a year behind sch e d u l e . 

"We can make money build- ’ 
ing these plants, as we now 
. r \ know what to do;" insists Mr 
ComperL But other Davy exec- 

- utives, who he sees at monthly 
.i..- b , ? board meetings in London, 

.-.i* seem less than convinced. 

. “They say ’Gee, didn’t you lose 
■+*' enough already?*,” admits Mr . 
•- . ■«* ComperLTbe Buschhaus prqj- 

- * " ect was priced too low because 
1 , Davy McKee did not expect 
some of the difficulties it 
encountered, he says. The 
Wellmann-Lord process that 
« ' t Davy McKee uses was devti- 
. »• ■* ‘ oped to obtain sulphur rather 
than dean up exhaust gases 
’ from power stations. 

The giant desuiphurisation 
plants, larger than the power 

- • \y stations, cost.2d.per cent more 
( <»‘V initially than a competing gyp- 

^ (“ sum-based prowas. 





Mr Klaus Comport 

The major problem with toe 
latter is what to do with the 
excess gypsum waste. West 
Germany already deposits tons 
in landfills every year. When 
such disposal costs are consid- 
ered, then Davy McKee’s pro- 
cess is more economical, 
Hgimg Mr ComperL 

While west German utilities 
are acquiring most of the east 
Goman power stations, it Is 
uncertain if they will retrofit 
the coal-burning plants to meet 
stricter dean air standards. It 
may be cheaper to dose the 
power stations and transmit 
electricity from west Germany. 

Another subsidiary, Davy 
Bamag, also hopes to help 
dean up In eastern Europe. It 
specialises in waste water 
treatment plants for cities as 
well as the steel and chemical 
industries. As with toe power 
plants in eastern Europe, these 
state-owned operations will 
. require public financing. 

The expected boom in orders 
for such environmental 
clean-up measures will not 
happen in the next year, pre- 
dicts Mr ComperL "First people 
have to start making money. 
Then they can invest in the 
environment,” he reasons. 

But Davy has a number erf 
other businesses in Germany 
with eastern Europe clients. 
First and foremost are toe 
many synthetic fibre plants 
built by dimm er. Most of the 
estimated DMSOOm turnover 
for Davy's German operations 
in 1990-91 (to March 31) will be 
from. Zimmer’s polyester and 
fibre projects. While its Ger- 
man sales total only about 8 
per cant of Davy’s projected 


group turnover of £lJ3bn for 
1990-91, that is 50 per cent more , 
than in 198990. 

The new economic situation 
in eastern Europe win require 
new. investments, reasons Mr 
ComperL In July a DMSSm con- 
tract was signed for a new 
polymer fibre plant in Czecho- 
slovakia. 

East Germany, where Zim- 
mer built most of the | 
man-made fibre plants more 
than 15 years ago, is different. 1 
Little has rfrang iari since then , 
as toe east Germans did not 
have the money for newer ' 
technology. To win orders i 
there now, Mr Comperl's sales- 
men serve as middlemen, 
bringing potential western 
partners together with the 
fibre producers. 

Nothing will happen before 
the first quarter of 1991, pre- 
dicts Mr ComperL The east 
German factories first need 
accountants to establish a bal- 
ance sheet Legislation to clar- 
ify who owns what is also 
urgently needed. 

There are about five ! 
man-made fibre plants in east 
Germany which could be mod- 
ernised, suggests Mr ComperL , 
It would cost between DM30m 
ami DMIOOm a plant depend- 
ing on the final product “If 
you want very fine filaments, 
such aB for ladies’ stockings, 
then you need a lot more 
machinery than for tyre cord,” 
Mr Com perl explains. 

Another means of easing 
into the new markets is to join 
forces with an east German 
company. Davy McKee signed 
a letter of intent to co-operate 
with a Leipzig engineering 
firm, the former VEB Ingen- 
ie urbetrieb Anlagenbau. Not 
only do the east Germans have 
qualified engineers: they also 
have good client relations with 
maj or customers such as thH 
east German chemical indus- 
try. Either a licensing agree- 
ment or joint venture could 
grow out of the initial contract 
But one thing is certain: “Com- 
pensation trade is all over now. 
It’s all D-mark," says Mr Com- 
perL 

That alone is enough to 
make eastern Germany the 
most interesting of the new 
markets in eastern Europe. 

Dennis Phillips 


closure of the Greifiswald 
nuclear power complex on the 
north coast, and cleaning up 
the environmental wreckage 
left by the Wlsmuto uranium 
rptning complex in the Erzge- 
birge in toe south. To try to 
put east German pollution con- 
trol on to a longer term basis, 
money will also go towards 
improving measurement and 
control technology. 

The overall effort will cost 
many billions of D-Marks. Mr 
Topfer sees the eastwards 
extension of west German envi- 
ronmental consciousness, how- 
ever, as an asset. Improving 
east German nuclear safety 
standards (which in practice 
will almost certainly mean 
dosing down the whole east 
German nuclear industry) is a 
“gain for toe whole of Europe", 
he says. "We have to Rlimmate 
tha gap in wwri wwinpnfaii stan- 
dards as soon as possible. We 
reckon we can do this by the 
end of the century." 

Mr TQpfer’s overall credo at 
an “integrated environmental 
policy" has been strengthened 
by discovery of the full ecologi- 
cal mess in east Germany. "We 
have always said, and it haa 
been confirmed, that a 
de manding , but steady envi- 
ronmental policy does not 
harm the economy, but stimu- 
lates technological progress. It 
is not a Job-Killer but Job- 
Kn filler (job-exploder),” Mr 
TQpfer says. “The older the 
capital stock in industry, the 
worse will be not only the eco- 
nomic but also the ecological 
effects." 

He admits that, in west Ger- 
many, the frill test of environ- 
mental policy resolve will 
come during a time of eco- 
nomic downturn rather than , 
as now, when the economy has 
been on an upwards path for 
eight years. But he adds: 
“What has not been put into 
effect during a time of eco- 
nomic growth will be much 
more difficult later.” 

David Marsh 


ONLY one thing ever passed 
freely across the iron curtain: 
pollution. The West Germans 
used to have a precise Indica- 
tor in the river Elbe which 
originates in the east and flows 
into toe Baltic Sea near Ham- 
burg. Scientists were taking 
samples which showed near 
lethal levels of ^gamfmn , mer- 
cury and other heavy metals, 
as well as massive residues of 
fertilisers and pesticides. A 
concerted clean-up programme 
along West German rivers bad 
managed to raise standards 
over the years, but the Elbe 
remained to all intents and 
purposes a "dead” river, and 
there was nothing toe West 
Germans could do about it 

Ironically, though, for many 
years they themselves contrib- 
uted to the environmental 
disaster taking shape in the 
east a ud which is only now 

Miming tO light 

Since the early 1970s, West 
Berlin and other cities signed 
contracts to transfer reftase to 

East German dumps, 5m tons 

annually, of which highly t oy fo 
substances accounted for 
635,000 tons. The deal was as 
lucrative for the East German 
authorities, earning about 
DMlbn per year, as it was con- 
venient for those in the West 
removing an obnoxious prob- 
lem from sight As none of toe 
dumps had any environmental 
safeguards to speak of, the 
West German refuse deals are 
now proving a costly chi c ken 
coming home to roost 

The accumulated burden of 
40 years of environmental lais- 
sez-faire is part of the mort- 
gaged inheritance which the 
German economy is taking on 
after reunification. The 
depressing east German envi- 
ronmental record will require 
not only huge Investments on 
all sectors - figures between 
DM38bn and 47bn per year 
over 10 years have been 
suggested - but will bring 
with them high social costs as 
factories are closed and indus- 
tries restr uctu red for environ- 
mental reasons alone. 


Pollution nightmare 



- jPKgfi&n 




Aahlay Ajdiwofld 

BUtorfekl: a deadly Illustr a tion of the atrocious consequences of the carbo-chemlcal Industry 


East Germany's environmen- 
tal malaise is bound up closely 
with economic history. Near 
total isolation led to industrial 
developments completely at 
odds with progress in the west 
The most significant distor- 
tions occured in the chemical 
industry. Western style petro- 
chemical production could 
never establish itself in the 
east due to the prohibitive 
costs of oil imports: production 
of plastics, tar and even petrol 
was instead based on the pro- 
cessing of coal, in particular 
lignite, which was quarried in 
huge open cast mines. Not only 
did lead to the destruction 
of wide areas of countryside, 
but the industrial processing 
was in itself wasteful and inef- 
ficient due to hopelessly out- 
dated machinery, which 
instead of being written off and 
renewed was kept going by 
constant repair, which tied up 
a huge part of the workforce. 

The ttoamirai industry was 
concentrated in the south in 
the region between Halle and 


Leipzig, which contributed 
more than 60 per emit of the 
total East German emissions of 
5.2m terns of sulphur dioxide 
and 53 per cent of of 2.1m tons 
of dust (1988 figures). The atro- 
cious consequences of the car- 
bo-chemical industry are plain 
to see at Bitterfeld, which has 
been called the most deadly 
place in Europe. In some plants 
working conditions were so 
nntiafllthy that production has 
now been halted, saving emis- 
sions of 300 tons of fluoride, 
4£00 tons of carbon monoxide 
and 500 tons of dust annually 

at nna alnmlnfnm plant alone, 
and more than 7,500 tons of 
sulphurous wniMinn« at a vis- 
cose plant, built in the 1930’s. 
At Buna, most of the carbide 
fiirnaces are now shut down, 

pTtmiimting rmwarfv e dust and 
sulphur dioxide emissions. 

This is the beginning of the 
end of east German carbide 
production, which was further 
processed into acetyl as a pre- 
requisite for plastics. The car- 
bide furnaces consumed no 


less than 12 per cent (35m tons) 
of the lignite mined in the 
open cast mines. 

With the demise of the old 
power structure, previously top 
secret files on environmental 
matters became public know- 
ledge. Indeed, such studies 
have begun to chart the 
mounting ecological pressure 
since the 1950s out had been 
hushed up. In toe early 1980s 
Erich Honecker was reported 
in the East German press as 
having remarked: “There is no 
such thing as acid rain in the 
German Democratic Republic." 

Now it has become possible 
for scientists from east and 
west to meet and exchange 
data, as for example in a recent 
symposium organised jointly 
by toe universities of Heidel- 
berg and Jena. The phenome- 
non of “Waldsterben", the 
gradual destruction of forests, 
was discussed by biologists 
long before it was a serious 
problem in the west - not 
least because high contamina- 
tion in soils and plants had 


already turned forests into 
moonscapes in toe neighbour- 
hood of East German indus- 
trial compounds. 

But the outdated industrial 
production methods were not 
the only factors in the ecologi- 
cal apocalypse. Production ami 
consumption of energy was 
just as wasteful and dirty and 
relied heavily on lignite. 

Generating efficiency was 
low, and conservation mea- 
sures were discouraged, not 
least due to artificially low fuel 
and electricity prices. Agricul- 
ture was turned into an indus- 
trial process with field clear- 
ances (which caused erosion) 
and the ruthless application of 
agro-chemicals, while livestock 
rearing reached 200,000 and 
more units at some intensive 
farms which had to dispose of 
enormous quantities of 
untreated liquid manure. 

The East German transport 
system suffered from chronic 
under-investment, but in some 
senses was more environmen- 
tally sound than in the west. 
The rail network was closely 
knit and carried four fifths erf 
goods transported, albeit at a 
snail pace. The railways and 
other forms of public transport 
accounted for more town 40 per 
cent of passenger journeys, 
against 18 per cent in West 
Germany. East German cars 
were notorious pollutants - 
especially in lead emissions - 
and the factories which pro- 
duced them are being closed. 

With toe arrival of western 
life styles comes a refuse 
mountain which is far bigger 
than that which used to be 
imported, and for which proper 
deposits and treatment plants 
are simply not available. The 
previously efficient system of 
recycling what used to be 
called "secondary raw materi- 
als" has ground to a halt. East 
Germans have shed their 
ingrained habit of preserving 
every remotely useable object 
- and are adopting a throw- 
away mentality which the west 
is only just beginning to learn 
to overcome. 


Quality banking 
at home and abroad : 
Helaba Frankfurt 
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Helaba Frankfurt serves both domestic and international clients. 





Headquartered in Germany’s 
financial capital, Helaba Frankfurt 
is a public-sector universal h ank 
ranking among Germany’s fore- 
most financial institutions with 
total assets of some DM 76 bil- 
lion. It offers a broad range of com- 
mercial and investment h ankin g 
facilities as well as brokerage and 
investment advisory services. 


Helaba Frankfurt is at home in key 
international markets, operating for 
example full-service branches in 
London and New York as well as a 
Luxembourg subsidiary specializing 
in Euromarket transactions and 
private banking. 


Concentrating on wholesale bank- 
ing, especially in the medium to 
long-term sectoi; Helaba Frankfurt 
tailors its comprehensive services 
for large corporations, central banks, 
government entities, and other 
financial institutions. Foreign ex- 
change dealing, trade finance, and 
activities in the DM bond market 
are typical strengths of the Bank. 
Moreover; Helaba Frankfurt acts as 
banker to the State of Hesse. Fund- 
ing is facilitated through issuing 
its own notes and bonds. The total 
outstanding is about DM 31 billion. 


Helaba Fo^DdMric: 

Hessische Landesbank -Girozentrale- 

Hcsd Office: Junghorstrasse 18-26 ■ D - 6000 Frankfurt/ Main -Telephone (069) 132-01 - Telex 4 1529] -0 
New York Branch: 499, Park Avenue - New York - N.Y. 10022 -Telephone <2l2j 371 2500 - Telex 234426 
London Branch : 8, Moorgatc - London EC2R 6DD -Telephone (071} 3344500 - Telex 8875 11 
Luxembourg Subsidiary: Helaba Luxembourg - Hessische Landesbank International S. A. - 4, Place de Paris 
Telephone (352)4994011 -Telex 3295 helalu 
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The railway yards In Leipzig 


Deficiencies in the east’s infrastructure are acute in transport 


Bridging the investment gap 


JOINING the two Germany's is 
easier said than done, both 
physically and mentally. Unifi- 
cation is only the start 

The task of elevating the 
eastern part of the country to 
the living standards of the 
west is enormous; there is a 
large gap in living standards 
and the east’s industrial struc- 
ture has been worn down by 
years of inflexible central plan- 
ning. Part of the process will 
involve a complete overhaul of 
the infrastructure. It will take 
a decade or more and cost hun- 
dreds of b illions of DMarkS. 

There are deficiencies in 
every part of the east’s infra- 
structure - in transport, 
energy, telecommunications 
and the environment. Until 
work gets under way on put- 
ting these right, east Ger- 
many's 16m people cannot 
hope to close the gap with the 
west But it is not just a ques- 
tion of modernising existing 
systems. Much of the old must 
be swept way before the new 
can he introduced. 

That is particularly true in 
transport where opening the 
border a year ago led to imme- 
diate changes. Special trains 
were put on to take east Ger- 
mans to the previously forbid- 
den west Hordes of Trabant 
and Wartburg cars crossed 
over, as their drivers made use 
of their new freedom to go 
where they wished. 

But now the jubilation has 
faded, practical problems have 
to be dealt with. The railway 
system taken over from east 
Germany is out-of-date, over- 
burdened, and unreliable; 
many of the roads need repair 
and the motorway network is 
wholly inadequate; airports are 
for below the standards of the 
west, as is the fleet of Inter- 
Hug, the former East German 
airline. 

in the skies, Lufthansa, now 
the national carrier for the 
whole country and not just 


west Germany, will obviously 
play the main role. But foreign 
flirtings are keen to become 
involved, with Berlin to 
become a big international 
co mmunications hub. The new 
capital city will thus require 
an expensive new airport 

It is on the ground, however, 
that really big sums will be 
spent 

The rail and road systems in 
eastern Germany are estimated 
to require total investments of 
at least DM200bn over the next 
10 years, a figure roughly split 
between the two. The funds 
will mostly have to be found 
by the government to a large 
extent through the capital mar- 


estimated that by 2010, total 
transport between east and 
west would show a near seven- 
fold increase, while that 
between north and south 
would go down by 12 per cent 

Passenger traffic between 
west and east Germany should 
show an eightfold jump. For 
freight traffic, the study calcu- 
lated a tenfold rise. 

“We have to think of a joint 
future - from the Saar (the 
river bordering on France) to 
the Oder (next to Poland)," 
says Mr Peter Waldinger, a 
manager at the Bundesbahn 
(the west German railway sys- 
tem) involved in co-operation 
with the east's Reichsbahn. 


The task of elevating the eastern part 
of the country to the living standards 
of the west is enormous 


ket, although ways of attract- 
ing direct private sector invest- 
ment are being discussed. 

What needs to be done? 
Repairs most be carried out on 
eastern Germany’s roads - 
many still surfaced with pav- 
ing stones which make for a 
bone-shaking ride - on 
bridges, railway tracks and sta- 
tions. But at the same time, 
plans have to be made for the 
future. 

In the former east Germany, 
says Mr Eberhard von Koerber, 
chief executive of the German 
unit of Asea Brown Boveri 
(ABB), the Swedish-Swiss engi- 
neering group, “we have a 
unique opportunity to create a 
forward-looking transport 
infrastructure. It is an opportu- 
nity we must not allow to slip 
away." 

ABB is one of the companies, 
like Siemens and AEG (part of 
Daimler-Benz), which hope to 
benefit from the reshaping of 
the transport system in Ger- 
many’s east A study for the 
Economics Ministry in Bonn 
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For a time, the two systems 
win continue to be run sepa- 
rately to ease the transition. 

“It's not just a question of 
renewing what is there now, 
but of taking a view on what 
the market will look like at the 
gnd of the century," he adds. In 
the past, both railways were 
mainly north-south oriented. 
Now, the emphasis will also 
have to be between east and 
west 

The economically important 
areas of former east Germany, 
including Leipzig, Halle, Dres- 
den and Chemnitz, most be 
linked more effectively with 
such western regions as North 
Rhine-Westphalia (including 
the Ruhr), the Rhine-Main area 
centred on Frankfurt and 
southern cities such as 
M unic h, Stuttgart and Nurem- 
berg. Berlin also needs better 
links with Hamburg and Han- 
over. 

A start has been made on 

b uilding and impro v ing these 
connections. 

But overcoming the legacy of 
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the old east Berlin regime will 
be back-breaking. like much of 

east German Industry, the rail- 
ways never received enough 
funds for investment Their 
level of electrification was far 
lower than in west Germany, 
while much of the system was 
angle track only. Vital mainte- 
nance was neglected, so that 
much of the track, sleepers, 
bridges and stations Is in acute 
disrepair. 

The Reichsbahn was also 
forced to take on a much heav- 
ier freight burden than it could 
bear. 

After the 1970s oil crises, the 
government decreed that most 
freight should go by rail, to 
save on energy. A third of the 
freight consisted of brown coal, 
the basis of the country's 
heavily polluting energy sys- 
tem. The result was that 75 per 
cent of an goods traffic went 
by rail against only 22 per cent 
in west Germany. 

That imbalance is being 
righted as western goods pour 
Into eastern Germany, mostly 
by road. But the main traffic 
arteries in the east are quickly 
becoming congested. 

On a bad day, it can take 
more than eight hours to reach 
Leipzig, in Saxony, from 
Frankfurt in the west; nor- 
mally, it should take five. 

The town centre of Magde- 
burg is a nightmare to drive 
around, with its rutted streets, 
tramlines which do not lie 
flush with the surface and 
extensive road-up sections with 
no diversion routes marked. 

In time, this will change. It 
must if the aD-Gennan econ- 
omy is to be a success. But 
new transport systems cannot 
be put in overnight Rebuilding 
the infrastructure, including 
road and rail links, will be a 
m onument al tusk 

Andrew Fisher, 
Berlin 


THE TREUHAND, the trust 
body which owns most of the 
east German corporate sector, 
is meant to be either privatis- 
ing, restructuring or closing 
the companies - nearly 8,000 
- In its care. But Mr Detlev 
Rohwedder, Treuhand chief 
executive, must sometimes 
wonder whether it is possible 
to pursue successfully any of 
the three options. 

• Privatisation. There has 
been some progress, but 
demand has been weak and 

where there has been interest 
it has often been complicated 
by monopoly problems. 

“Price is not the only crite- 
rion. We want to establish a 
proper market structure in 
east Germany and that means 
avoiding large German monop- 
olies,” says Mr Rohwedder, the 
57-year-old boss of investment 
goods group Hoesch, on loan to 
the Treuhand from June until 
December. 

He was too late to stop Deut- 
sche Rank ancj Allianz carving 

Up the banking anil Innimnwi 

sectors, and only slightly modi- 
fied the takeover of the east 
German energy sector by the 
west German utilities. But he 
has blocked other deals, such 
as the Tenglemann group’s 
takeover of parts of the east 
German retail network, and 
has made It clear that he does 
not want Lufthansa to take a 
controlling stake in Interflug, 
the east German airline. 

Altogether, about 100 compa- 
nies have been privatised and 
500 to 600 deals are being nego- 
tiated. Mr Jens Odewald, bead 
of retail group Eaufhof, who 
took over as chairman of the 
Treuhand 's supervisory board 
in August, says that several 
big deals with international 
computer, electronics and 


insurance groups are on the 
point of being announc ed. Both 
he and Mr Rohwedder are 
determined to internationalise 
the of Germany. 

Privatisation and new invest- 
ment are no longer hampered 
by the commitment to return 
private property to previous 
owners, although most public 
property is out of bounds to 
investors because the Treu- 
hand and the public authori- 
ties have not agreed who has 
responsibility for what 

There Is the problem of how 
much responsibility for past 
debts or environmental dam- 
age a buyer has to take over. 
BASF and Daimler have, as a 
condition of their -respective 
takeovers in east Germany, 
forced the Bonn government to 
agree to cover all such costs 
inherited from the past 
• Restructuring. The Treu- 
hand retains ultimate manage- 
ment responsibility for all 
those companies that have not 
been sold plus their roughly 
DMIOObn of old debts. It is try- 
ing to persuade as many west 
German managers as possible 
to help in their re structuri ng. 

In the first three months 
after monetary union on July 1 
the east German economy suf- 
fered a circulatory collapse. 
The consumer goods and 
investment goods sector were 
abandoned by many of their 
once captive customers, the 
products piled up In the ware- 
houses and nobody paid bills. 

The Treuhand had to provide 
guarantees for DMSObn of 
liquidity credit. Lacking the 
time or resources to distin- 
guish between companies that 
deserved to survive and those 
that did not, it gave out the 
g uarantees indiscriminately . In 
the first month 40 per cent of 


whatever had been asked for 
was backed by the Treuhand. 

By the end of September, 
companies were once again 
pasting their bills (although 
pinch of flia wages bill is being 
paid in Bonn) and banks began 
to lend at their own risk. The 
repayment of the liquidity 

credit has been postponed until 
March, alth ou gh many compa- 
nies will be in no position to 
pay it back, or the debts they 
inherited from the old regime. 

The Treuhand is trying to 
sort out the potential survi- 
vors. The sorting process 
should be helped by the publi- 
cation of D-Mark balance 
sheets due at the end of Octo- 
ber when the Treuhand 
expects to receive survival 
plans from 3^)00 companies. 

Treuhand officials say that 
they have paid out relatively 
modest sums to date in 
restructuring credits, not 
because there is a shortage of 
cash but because there have 
been few practical proposals. 
Jud g in g by the Interest bill of 
DMSObn that the Treuhand 
expects to pay next year on its 
own borrowings, it appears to 
be planning to lend nearly 
DMIOObn in restructuring cred- 
its to )«ip surviving companies 
re-equip. Many of these compa- 
nies could stay for several 
years undnr the control of the 
Treuhand, which may become 
a state holding company, akin 
to Iri in Italy or Ini in Spain. 

• Closures. Altogether In 
Interest payments and cover 
for unpaid liquidity credit, the 
Treuhand is expecting to spend 
about DM35bn by the end of 
next year, about DMIObn more 
than planned. Whether it con- 
tinues to run over budget 
depends partly on bow quickly 
the politicians allow it to close 


about 2,000 companies which: 
have no long-term survival 
chance. 

The Treuhand wants to take' 
a tough line. Privately,- officials' 
say that the electronics: Indues 
try the shipbuilding industry,:, 
the' potash and copper. Indus- 
tries and. much of the chem i c al 
industry must close quickly. A 
“death-list" of 300 companies . 
for iifflw wUflte closure is said to 
be circulating inside the TVeiiv 
hand, although it; seems - 
unlikely that much will be 
done before the December 2 
election. •. v - ■ 

But the Treuhand remains 
hampered in carrying out its- 
three tanks by a severe 
lack of qualified people and a 
se ve re credibility problem. Its 
standing iri both puts of ‘ Ger- 
many remains low, partly 
because between its Formation 
in February and its 1 “westerni- 
sation" In June it -tats run by 
old communis ts who had little' 
Interest in privatisation except . 
when that involved selling 
thing s to their cronies. : -•• - 

Until recently, such people 
a till dominated the regional 
offices of the Treuhand. Mr 
Rohwedder has now swept 
tfiwn out and installed Mrs BSr- 
pit BreueL former finance min- 
ister in Lower Saxony, as head 
of the regions. She In turn' has 
broughtml5 west Germans to 
h pft d the individual offices 
which have control over more 
than half of the Tre uhan d'a 
fwnpaniBfl and a fair degree of 
autonomy. 

Mr Rohwedder has also now 
e stablished eight main depart 
ments - privatisation, 
restructuring, etc - in the 
head office In east Berlin; but 
still lacks several huhdred 
western experts as well as era ; 
petent middle managers. 


PROFILE: Prof Perlitz, Luneburg University business research' 


Some lessons in profit-makingV 


ONE OF the biggest problems 
facing eastern Germany is find- 
ing competent managers who 
can think in terms of profit 
and loss. 

Professor Manfred Perlitz 
has been trying to acquaint the 
central plan managers with the 
basics of a free market In May, 
Prof Perlitz with some col- 
leagues from the business 
school at the University of 
Luneburg crossed the border to 
SalzwedeL 

Prof Perlitz, 47, heads the 
university’s small business 
research Institute. He learnt 
that even a crazy economic 
system has taught some east 
Germans about profit-making. 

For example: the state 
bought cherries from east Ger- 
man formers for five marks a 
kilo, and then sold them in the 
market for two marks a kilo. 
“So people went to the grocery 
store, bought all the cherries, 
and then sold them hack to the 
state," says Prof Ferhtz. 

But it proved more difficult 
to introduce such “managers" 
to cost accounting procedures. 
“They didn’t worry about sales 
or prices. The only thing that 
counted was physical supply, 


not an economic supply,” Prof 
Perlitz says. 

The east German managers 
were quick to learn. Some of 
the 42 east Germans taking 
part in the one-week seminar 
have set up their own busi- 
nesses. 

Another six seminars are 
planned this year and next, 
offering more east German 
managers insight into “capital- 
ism 101". The next courses will 
be held on the western side of 
Germany, since basic tools 
such as photocopiers still do 
not exist in the east 

Such retraining for east Ger- 
many’s managers is necessary 
before other changes can get 
started, suggests Prof Perlitz. 
Another starting point should 
be the economics departments 
of east German universities, 
which need a thorough house 
cleaning, he says. 

“The problem is not so much 
one of money, but how to 
develop skills in the GDR," 
insists Prof Perlitz. 

At least the east Germans 
are way ahead of their Soviet 
counterparts, he adds. Chancel- 
lor Helmut Kohl promised 
President Mikhail Gorbachev 



in June 1989 that west German 
companies would train 3;000 
Soviet managers. But the train- 
ing seminars showed it is first 
necessary to “untrain" the 
Soviets, “who aren’t managers 
in the western sense, but 
bureaucrats," says Prof Perlitz. 

Many of the Soviet bureau- 
cratic managers who have 
attended the 10 training semi- 
nars held so for are apparently 
still satisfied with the status 
quo. “They’re not convinced of 
the necessity to change," he 
con c ludes of his Soviet pupils. 

In one sense, east Germans 
have little choice. Mass unem- 


ployment looms as government 
subsidies expire at. the end of 
this year -r just after the 
Deoamber 4 elections. Many of - 
the coddled communist manag- 
ers are "afraid to go it alone? 1 - 
says Prof Perlitz. “Now they 
win be forced into it.”' 

Like other west German pro- 
fessors, Prof Perlitz' has volun- 
teered to teach some classes 
east German universities. Stu- 
dents, as well as managers, 
raised on Maixtet-Leninist doc- 
trine, are just learning the 
basic tenets of capitalism. 

Prof Perlitz saves on the sci- 
entific advisory council of the 
new International Partnership 
Initiative, helping coordinate 
economic co-operation. As a 
business consultant to several 
leading German companies, he 
flies to Hong Kong, New York 
and elsewhere, proclaiming the 
1990s as “the European 
decade”. 

“We're talking of 3J per cent 
annual growth for the next 10 
years,” says Prof Perlitz of 
Europe's expected GNP 
growth. It should be double 
that in eastern Germany. 

Derails Phillips 


PROFILE: Helmut Lehmann; from transport ministry to building contractor 


Linder no illusions about the future 


MR Helmut Lehmann was 
quick off the mark when the 
old order collapsed in East Ger- 
many. 

The slight, mild-mannered 
building engineer quit his job 
last December in the transport 
ministry where he was respon- 
sible for investments. A month 
later he obtained a licence to 
set up his own building com- 
pany. 

His progress since has been 
atypical of the east German 
building sector where plum- 
meting investments have 
forced many newly-formed pri- 
vate companies to the brink of 
closure. Mr Lehmann's earlier 
contacts helped him at a Criti- 
cal phase last spring when he 
took over a large project for 
the East Deutsche Post which 
had been abandoned by a state 
company. The DM3J3m three- 
storey transformer building 
was one of the largest con- 
tracts to be awarded to a pri- 
vate builder. He plans to finish 
it well before the stipulated 
completion date in January. 

Starting with some capital of 
his own, Mr Lehmann obtained 
a loan from Gefa, a subsidiary 
of Deutsche Bank, which kept 
ownership of the delivery van 
and polishing machines he 
bought until they were paid 
off. A West Berlin builder 
advanced DM120,000 worth of 
machinery and equipment 
which, in addition to the rental 
of a crane, brought monthly 
repayment charges to 
DM25,000. 

Mr Lehmann hired 45 work- 
ers and picked up several low- 
mileage trucks and other 
equipment from the army. 

The nimble East Berliner 
lost no time seeking new 
opportunities in co-operation 
with western partners. In Jan- 



Lohmaniu entrepreneur 

nary he plans to establish a 
joint venture - in which he 
will hold 51 per cent - with a 
west German builder, a sub- 
contractor meting p re-fabri- 
cated homes in northern and 
western Germany. Twenty-five 
of his workers will be 
employed in the new venture 
and are getting on-the-job 
training in the west 
The use of east German 
labour on western building 
sites is nothing new. Limex, 
the former state construction 
company, has long provided 
low-wage east German workers 
for western building projects. 
However, Mr Lehmann stresses 
that by contrast his workers 


will be getting west German 
wages. 

He freely admits that his 
business contacts with the 
west have been aided by his 
second Job, editing the maga- 
zine of the east German 
employers’ association. Mean- 
while, Mr Lehmann's company 
is about to take over a building 
unit with 20 workers which 
belonged to the East German 
Connell of Ministers. He 
obtained a 10-year rental con- 
tract for the nationalised prop- 
erty and an option to buy 
which, however, may take 
some time to exercise. 

Like most east German 
entrepreneurs, his biggest 
problem seems to have been 
the near-fanpossihiltty of bny- 
ing commercial property from 
the local authorities. In spite of 
an ordinance last July that 
property was to be sold at rea- 
sonable prices to smaller pri- 
vate companies, the authorities 
have held out for higher prices 
and. until recently, were wary 
of possible later claims on 
property, which would involve 
them in expensive litigation, 
by former owners. He wel- 
comes the federal govern- 
ment's decision to reimburse 
such property owners as an 
important breakthrough. 

Mr Lehmann actively seeks 
orders, bidding for projects 
ranging from a new hotel in 
Potsdam to apartment houses 
in west Berlin. Last summer he 
was scathing about Bonn’s pro- 
grammes to promote the MLt- 
telsfcmd in east Germany. The 
country needed investment 
Incentives similar to those 
given to companies which set 
up in west Berlin and the far- 
mer border areas of west Ger- 
many, he said. The DMIObn 
provided by Bonn for munici- 


been in effect blocked by local 
authorities. 

Now he expects the craning 
winter to be very difficult for 
the building industry in the 
east but Is confident that activ- 
ity will pick up markedly next 
spring and summer. “West 
German companies thought 
they could supply east Ger- 
many from the west; but there 
are delays in deliveries so 
capaci t y win have to be expan- 
ded locally,” he asserts. 

But Mr I,«*hmann is for from 
optimistic about the immediate 
employment prospects for the 
1.4m east Ger mans on short- 
time pay who stand to lose 
their jobs in six months' *tnn> 
By next summer two compa- 
nies in three might be bank- 
rupt and as many as 3m east 
Germans unemployed, he pre- 
dicts glumly. Only relatively 
few workers would be rehired 


by the west German companies 
which moved in. 

His advice to east Gennads-. 
on short-time work is tb quit 
immediately and apply for 
retraining or set themselves up 
on their own. Hang in g on in 
the hope of being re-hired by 
their old company is “deadly 
fatalism", he says. - ■ 

Mr Le hmann holds no illu- 
sions about the . future of the 
tens of thousands of small pri- 
vate retailers and artisans who 
survived under the communist 
system without competition. 
They will come under merci- 
less pressure from the large 
west German chains .which; 
succeeded in ethninatiiig so 
m any small independents in 
west G ermany in the 1960s and. 
1970s, he says. IBs advice to 
them: the key to survival Hss • 
m specialisation. 

Leslie Cofltt 
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THE EXECUTIVES In west 
Germany's cbemicalB industry, 
the biggest in western Europe! 
who contemplate the future for 
a reunified Germany, ate wres- 
tling with a battle which con- 
cerns their hearts and their 
heads. ' 

Their hearts LteH them that 
they ought to getjnvolved with 
re-equipping and re-energising 
the east German chemicals 
indus t ry, many components of 
which used: to be associated 
with large west German chem- 
icals groups such as BASF, 
Bayer ami Hoechst These are 
the so-called Big Three, the 
world's three largest ehgmtenia 
groups. 

The heads of .the ex ec u t i v e s 
tell them a different story. The 
east German -hadustry, though 
large in output terms, is well 
behind much at the chemicals 
business, in tarns of produc- 
tion technology end approach 
to pollution problems. 

East Germany's chemicals 
business, the eighth biggest in 
the world and the second larg- 
est in eastern Europe after that 
of the USSR, has lacked any- 
thing approaching the Wnd of 
marketing-based style seen in 
western chemicals groups. 

For dpranitoa managers in the 
east German industry have 
been nsedto-fnlfilling produc- 
tion quotas from government 
ministries. Revenues from 
sales to other countrles have 
come largely in soft currency 
arising from g o v e rnment trad- 
ing agreements. 

“The east German industry 
is not realty geared to going 
anywhere,* says one west Ger- 
man executive. “With one or 
two exceptions, we would be 
mad to invest in it” 

The east German chemicals 
business employs 300,000 peo- 
ple and in 1389 had sales of 
about DMIOObn (at the new 
exchange rate introduced ear- 
lier this year.) . . 

That compares to -the total 
output of the. west German 
industry in 1989 of DMlfiObn, 
and employment of 580,000. 
Comparisons, howev e r, should 
not be taken too far because of 
the different product mix of 
the two countries’ industries 
and the fact that until recently 
east German marks were 
worth for lees than the D-Mark. 

In the past few years the 
West German chemicals -indus- 
try, the Big Three in particu- 
lar, have recorded i m pressive 
growth. They have expanded 
especially fast in the US and 
other parts of Europe. 

The companies have 
directed, to same effect, more 
research resources Into higher- 
value, low-volume areas of 
chemicals such as agrochemi- 
cals, drugs and speciality types 



CHEMICALS 


A difficult transition 


of industrial materials like 
polyurethanes. These areas - 
in contrast to bulk areas of 
chemicals such as commodity 
plastics - are generally reck- 
oned to have higher growth 
prospects over the long term. 

Although profits growth In 
Hie Big Three b«w» dAnifawt in 
the past few months - In line 
with the slowdown in much of 
the rest of the world chemicals 
industry - the companies are 
thought to be in a good posi- 
tion to build up strength dur- 
ing the rest of the decade. 

Discussion of how the east 
and west German chemicals 
industries are likely to come 
together - If at all - is made 
more interesting by the feet 
that before the Second World 
War they were part of a unified 
combine which was among the 
most powerful industrial 
groups ever. 

IG Farben, formed in 1925, 
was broken up by the allies 
after the war ended. It was an 
important supplier of petrol, 
rubber and other materials in 
Germany’s war effort. The US 
Government later described IG 
Farben as “the most powerful 
single industrial conglomerate 
in Europe”. 

The west German compo- 
nent of the conglomerate was 
split up in 1945 to re-establish 
the Big Three and other west 
German companies, most of 
which had existed separately 
before they had been grouped 
into Farben. 

Farben’s plants in what 
became east Germany were 
taken over by the new commu- 


nist regime and formed the 
nucleus at what until July this 
year was a series of state- 
owned chemicals Kombinate. 

That explains why a map of 
factories in the east German 
chemicals industry contains 
many references to the west 
European business. Many of 
the biggest plants used to be 
part of the Big Three and also 
other West German dwtiicaTa 
groups such as Sobering, Hen- 
kel and Hflls (part of the Veba 
energy company). 

Other non-German compa- 
nies including Belgium's Sol- 
vay and Akzo of the Nether- 
lands owned other chunks of 
the east German industry 
before the war. 

The degree to which these 
companies want to reinvolve 
themselves with their former 
sites - and in general their 
interest has so far been luke- 
warm - will be an important 
factor determining how the 
east German industry shapes 
up. 

In the latest twist to the 
story of government-inspired 
change in 20th century Ger- 
man chemicals industry, the 
Kombinate were reincorporated 
in July to form ordinary lim- 
ited companies, albeit still 
state-owned. 

Almost overnight, managers 
were urged to take on western 
entrepreneurial-type attitudes 
and cast off the dogmas of 
state planning. 

Just how difficult it will be 
to push through the transition 
is evident by the details of one 
of the large former chemicals 


Kombinate, at Leuna, near 
Leipzig. The 11 sq km Leuna 
site started life in 1916 as part 
of BASF, later becoming incor- 
porated into IG Farben. 

Leuna, with 27,000 workers 
at its peak, is now well past its 
prime. Years of under-invest- 
ment have ynadfl much of its 
manufacturing equipment 
rusty and obsolete. The plants 
are linked up by 700 km of 
pipework, all of which by 
Leona’s own calculation needs 
replacing. 

Permeating the Leuna works 
is a pungent, acid «nw>n That 
is due to the 17 tonnes of sul- 
phur dioxide, the principal 
component of add rain, that 
the f^ ima works sends info the 
air each hour as a result of its 
heavy use of brown coal as 
fueL The figure is equivalent to 
roughly 4 per cent of sulphur 
dioxide emissions from all 
sources in west Germany. 

Leuna’ s management has 
said it is looking for outside 
partners. But most experts 
think it is highly unlikely to 
survive in its present form- 
The best chance, probably, is 
for parts of it - such as a 
relatively modem methanol 
facility built with the help of 
Metaljg Bs eUachttft , a west Ger- 
man en gineer ing group - to 
continue with virtually all the 
rest of the site to dose down. 

Most west German chemicals 
companies, and others from 
other countries, are cautious 
about fo rg in g links with their 
east German counterparts. Few 
companies are interested in 
manufacturing projects, 


although there have been dis- 
cussions about and 

technical joint ventures. 

For example. Chemische 
Werke Buna, the east German 
plastics and rubber combine, is 
negotiating an agreement to 
form a 50-50 joint venture with 
Hols; Henkel has agreed a 
te chni cal co-operation with 
east Germany's limiting deter- 
gents combine Waschmittel- 
work Genthin; and Hoechst 
has signed a aftniia r agreement 
with Tjjpufa a ipqrttngr paint 
producer. 

Many West German compa- 
nies are reluctant to take over 
ownership of east German 
assets for fear of unknown, 
longterm environmental liabil- 
ities. 

The one concrete erampto of 
a west German company that 
has acquired an existing east 
German chemicals plant is 
BASF, which this month 
agreed to purchase the east 
German polyurethanes com- 
bine, Schwarzheide. 

BASF has reached an accord 
with the German government 
effectively freeing it from 
responsibility for existing con- 
tamination on the site and pol- 
lution in neighbouring towns. 

BASF says the Schwarzheide. 
plant is one of the better run 
east German chemi rais sites. 
Roughly four-fifths of its out- 
put is in polyurethanes, and 
much of the production tech- 
nology at the site dates from 
the 1970s, making it more mod- 
em than most other east Ger- 
man chemicals complexes. 

Moreover, the output from 
the plant would blend in with 
BASF’s own operations. The 
west Germany company is - 
with Bayer, Dow Chemical of 
the US and Britain’s Imperial 
Chemical Industries - one of 
the top four west European 
polyurethane producers. 

Extra production from 
Schwarzheide would give 
BASF's business a useful fillip. 
“The plant would fit in very 
well with the whole of our 
European operations ” says a 
BASF executive. BASF, it 
seems, is definitely not letting 
its heart overrule its head. 

Another rare company Inter- 
ested in a chemicals produc- 
tion venture in east Germany 
has come from Solvay, Bel- 
gium's biggest chemicals 
group. 

Hie world's largest maker of 
soda ash, a material mostly 
used in the glnaa industry, it 
wants to reclaim its big soda 
ash plant at Bemburg, which 
Hitler annexed in 1939. 

Solvay says the plant Has a 
fixture and is willing to invest 
in 1L 

Peter Marsh 


PROFILE: Former East German factory owner 


Prepared to wait 


MR Walter Marx, 99, squints 
up Into the bright morning sun 
over his hometown of Friedri- 
chroda in east Germany. “Up 
there,” he says, pointing to the 
top of the three-storey factory 
b uilding , “there used to be a 
big sign saying M-A-R-X Furni- 
ture Factory.” 

No more. Uke all other ex- 
owners of factories in the Ger- 
man Democratic Republic, Mr 
Marx had to sell Ms family- 
owned company to the govern- 
ment in 1972. He stayed on as 
the worker-elected director 
until 1978, when his factory 
was forced to join two other 
furniture factories as a state 
mi ai -c oiori emanate. 

Now with German reunifica- 
tion, Mr Marx and other “Sev- 
enty-Twoera”, as the ex-owners 
are wiHpH, face ntinirps. 

Should they buy back their fac- 
tories and try to start again? 
Or is it better to stand aside 
and let them go bankrupt first? 
The latter course, resulting in 
mass unemployment in early 
1991, seems most likely, since 
many ex-owners do not want to 
pay the price set by the Treu- 
handanstait (trustee agency). 

“They have determined the 
value of my own company. 
And now they say I have to 
pay the increased value erf the 
buildings, even Himig ii they 
have done nothing to them 
since 1972," says Mr Marx. 

To repay half the 1972 value, 

than paid in East M a rk* , fn 

today’s D-Marks, along with 
paying off the state-owned 
share, he estimates, would cost 
him five times as much to buy 
bank big factory as tba state 
paid him for it almost two 
decades ago. What with the 
investment required to com- 
pete in western Europe, that is 
too high a price for Mr Marx 

His father, Franz Marx, 
founded the furniture factory 
in 1919. He specialised in Louis 
XVI and Empire style furni- 
ture, having opened his first 
shop in Paris to 1908. A 1914 
River Seine flood washed away 
the tiny shop, forcing the car- 
prater to return home to Fried- 
richroda after the Second 
World War. 

The Marx factory went bank- 
rupt in 1932 at the height of the 
Depression. Saved by a rich 
uncle, Marx senior managed to 
stay in business. Son Walter 
was captured in northern 
Africa and spent most of the 
war in a US prisoneivof-war 



Waiter Marx: wonders 
whether the time la rigid 

camp, where he learned 
English “and the democratic 
system", he recalls. 

In East Germany his factory 
was unusual in exporting fur- 
niture to agents in Britain, 
Sweden and West Germany. Mr 
Marx decided to concentrate on 
export sales in 1995 after gov- 
ernment designers insisted Ms 
big living room cabinets were 
“too western, too capitalist”. 

Producing for export meant 
Mr Marx could design and 
make the items he - and the 
customers - wanted. With its 
hard currency earnings, the 
fectory was allowed to buy 
new machinery. But Mr Marx 
was stopped from buying the 
local saw mill . “They didn't 
want us to get too big. They 
didn’t want to raise any capi- 
talists,” he says. 

Exports meant he got to 
travel outside the eastern bloc, 
accompanied by two or three 
representatives from East Ger- 
many's foreign trade ministry. 

“The mistrust was extreme. 
It was like you were on a dog 
leash, terrible,” recalls Mr 


Marx of the closely supervised 
sales trips abroad. 

The prices for his furniture 
were set by the foreign trade 
ministry, which was anxious to 
collect hard currency. At its 
best, export prices covered 
about half the furniture’s pro- 
duction cost, says Mr Marx 

Mr Wilhelm Schranz, 56, is 
director of the ex-Marx furni- 
ture factory now. He has 
worked there since coming to 
the Thfhinger forest town at 
the end of the war. At the 
moment, the factory depends 
on government credits to stay 
in business. 

“Looked at from a business 
standpoint, we would go bank- 
rupt.” admits Mr Schranz. 

“But this is a national prob- 
lem and it requires a political 
solution. Otherwise, half of the 
country will be unemployed.” 
Production costs at the factory 
are still at least 40 per cent 
higher than revenue, he 
admits. 

Walking through the factory 
his family once owned, Mr 
Marx points out changes that 
are needed in machinery and 
production planning. He esti- 
mates he can use about 50 of 
the 120 workers now employed 
by the factory. “With the con- 
tracts they signed with the 
West, the only thing they’re 
producing now i6 new debts,” 
says Mr Marx. 

He thinks the factory should 
stop production rather than 
continue to fulfil loss-making 
contracts with West Germany's 
large catalogue sales groups, 
including Quelle and Otto. 

“They’re all getting subsidies 
up to the first election. Then 
the bell will toll,” predicts Mr 
Marx. 

He applied in March to get 
his furniture factory back 
again. But the East German 
bureaucrats are less than help- 
ful. “In all the offices with 
which I deal, the same appara- 
tchiks are still there who took 
everything in 1972,” says Mr 
Marx “They’ll have to go.” 

Hie offered DM500,000 for his 
old factory, and expects to 
Invest another DM2m to mod- 
ernise it But the East German 
officials rejected his offer. 

Til wait. When they go 
bankrupt, then I hope I can 
buy it,” says Mr Marx, a glim- 
mer in his eye. Obviously, he 
would like nothing better. 

Dennis Phillips 
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Plug into Europe 


Hessen, Germany’s most centrally located federal state, is a preferred 
location for companies seeking to conduct business profitably in the 
lucrative German and other European markets. 

Your one-stop source of support and advice on the attractive potential 
offered by Hessen is the HLT-Group. Our services include: □ Industrial 
settlement assistance □ Planning of industrial estates □ Counsel on 
cooperation of joint venture opportunities □ Information and handling 
of all public financial incentives □ Economic and regional data research 


For complete information, please conoct 

The HLT-Group Hessen, Abraham Lincoln-Strassc 38-42 

D -6200 Wiesbaden, Germany, Tel. C6I1) 774-0 

Tfelcx 4 186 127, Telefax W>11) 774 265 
or visit the 

Easiness Information Service 

at Airport Frankfurt, Airport Center, 9th Floor 
Monday through Friday, 8a.m. - 7p.m. 

Tfcl. (69) 690-5363 or 5463, Telefax (bp) 090 3323 
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Economic Development Hessen 



Our strong base in the home 
market facilitates your worldwide 
operations. What distinguishes us 
from other banks is that we have 
twice the resources. As a large inter- 
national commercial bank in our 
own right, we are represented in the 
world's key business centers and, as 
the central institution of Germany's 
co-operative banking system, we 
operate on the broad basis through a 
network of 3,000 local “Volksbanken" 
and "Raiffeisenbanken", Europe's 
most extensive branch network. 


That's why you will find our 
strength wherever your international 
operations require it. In the best co- 
operative tradition, we uncompromis- 
ingly put both our global resources 
and our strong position in the home 
market at your service: We put your 
ideas into perspective. 

DG BANK London Branch, 10 
Aldersgate Street, London EC1A 4XX, 
England, Telephone (71) 7266791, 
Telex 8 86 647, Telefax (71) 5884763. 

DG INVESTMENT BANK Ltd., 10 
Aldersgate Street, London EC1A 4XX, 


England, Telephone (71) 6000539, 
Telex 914 958, Telefax (71) 5884763. 

Head Office: DG BANK, Am Platz 
der Republik, RO. Box 100651, 
D-6000 Frankfurt am Main 1, Tel. (69) 
74 47-01, Telex 412291, Telefax (69) 
7447-1685. 

Offices in: New York, Los An- 
geles, Atlanta, Rio de Janeiro, 
Hong Kong. Singapore, Tokyo,' 
Kuala Lumpur, Amsterdam, Luxem- 
bourg, Paris, Zurich, Geneva, 
Monte Carlo, Moscow, Budapest 
Bucharest. 
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Older Germans remember an era when 

Times were harder 


AFTER the turbulent run-up to 
unity, with trail East Germany 
falling into the arms of pros- 
perous West Germany, It is 
hard to recall a time when 
both sides were equally desper- 
ace. But in the late 1940s. life 
was a struggle all over Ger- 
many. The scars of war were 
still vivid and the economic 
miracle in West Germany was 
some way off. Those who were 
children then have powerful 
memories of war’s aftermath in 
a defeated country. 

The three Dilmbelfeld sis- 
ters, Erika, Ingeborg, and Refl- 
ate, grew up with their brother 
Karl in Bavaria. In the early 
post-war years, there was 
never much food on the table, 
they were never quite near 
starving. Bread and potatoes, 
bard as they were to come by, 
were the staple foods. 

Refugees streamed over from 
the east. Many were herded 
together in overcrowded bar- 
racks near where Karl and the 
girls lived with their parents, 
in two cramped attic rooms in 
a big house near Munich. “It 
was always dark," remembers 
Erika. “That's why we all have 
to wear glasses.” 

When the war ended. Erika 
was 11, Inge 6, and Renate 3. 
They had been lucky to sur- 
vive. Inge has a mails on her 
forehead from a bombing raid 
which sent the family down to 
the cellar when their Munich 
flat was destroyed in 1944. The 
children and their mother had 
to be dug out With their pos- 
sessions destroyed, they went 
into a tiny room by Lake 
Kochel to the south. It was 
there that Renate nearly drow- 
ned when she slipped under a 
wooden beam that had floated 
down from a bombed bridge. 

Erika, at school in Berchtes- 
gaden, ran away to be with her 
family, thumbing lifts, riding 
on military trucks, and once, 
when allied bombers were in 
the area, diving for safety into 
a ditch with the soldiers. 

Today, four decades later, 
the sisters live in a country 
which forms a stark contrast 
with the post-war privations, 
and can talk about their expe- 
riences without resentment. 
Renate is the wife of this corre- 
spondent and living near 
Frankfurt, while Inge Brandi 
and Erika Glas are still in 
Munich, where their grown-up 
children also live. 

Munich today is one of Ger- 
many's most attractive cities, 
home to thriving companies 
like BMW and Siemens. 
Because it was restored slowly 
after the war, it has preserved 
its charm. But in the 1940s, its 
wide streets were lined with 
the gaping facades of once-ele- 
gant buildings. The Frauen- 
kirche (cathedral) stood as a 
bleak memorial to the horrors 
of war, its twin towers unda- 
maged above the rubble. 

The city was a ma g net for 
the dispossessed seeking to 
rebuild their lives in the Amer- 
ican zone. Inge recalls what it 
was like being a Bavarian in a 
school where the teacher and 
most or the children in the 60- 
strong class were from the 
east. “We were made to feel 
like outsiders. We were treated 
dreadfully and beaten if we 
spoke in Bavarian dialect.” 

Being left-handed, little Ren- 
ate was often rapped on the 
knuckles. She has fearsome 
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A sad irony: ruined Dresden and a statue of Martin Luther 


memories of her first two years 
at school, being terrorised by 
one teacher who clearly dis- 
liked any pupils who had not 
had to make the harsh trek 
from the east 

All three sisters have sharp 
memories of post-war Christ- 
masses. Inge tells what it was 
like to feel discriminated 
against for having suffered less 
than others. “We did a Christ- 
mas play and I was an angel. 
Our mother had sewn me a 
long white dress and I had 
golden wings of papier-mAche. 
After the play, American food 
packets were distributed. We 
lined up and then one of the 
teachers polled ns out by our 
collars and said they weren't 
for us. We stood there and 
cried - after all. we had as 
little as the others, having lost 
our things in the bombing. 
Someone gave us some left- 
over chocolates and biscuits. 
But it wasn't the same.” 

At home, the atmosphere 
was jollier. Usually, the weekly 
treat was a few measured out, 
slices of sausage. Inge, fond of 
meat, says her birthday wish 
was to have one piece of sau- 
sage for herself. On Christinas 
Day, the meal was rabbit, 
reared by their grandfather 
and thus not requiring scarce 
coupons. “We couldn't eat the 
rabbits,” says Inge. “We had 
helped feed them with dandeli- 
ons and clover.” 

Father, back from the war in 
Italy, spent months in a garden 
shed making toys. One was a 
shop counter with drawers and 
scales and big enough to sit 
behind. Their Christmas tree, 
from the nearby woods, was 
draped with strips of silvery 
Toil cut from wide pieces found 
in nearby fields; aircraft had 
used them to avoid radar detec- 
tion. 

Rudolf, their father, was an 
electrician in the large BMW 
nearby plant (no longer owned 
by the company). Fortunately, 
both parents were ingenious. 
Katherina Dilmbelfeld sewed 
skillfully, able to make and 
alter clothes to fit the children 
out of almost any material to 
hand. From his workplace, 
Rudolf smuggled out nails - 
he also made furniture - and 
a metal part which she used to 
flatten their occasional pieces 
of meat so they would go fur- 
ther. 

A big problem was shoes. 
When brother Karl's leather 
ones fell into the stove and 
burned when being dried, it 
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amburg Exhibition Centre is where the international financial 
services’ sector will meet from April 4-7, 1991. Not without 


good reason. What brings them together is the 1st International Market 
for Financial and Investment Advice. It’s a date private investors will be 
noting, too. The extensive seminar programme is an excellent chance 


to obtain information in every area of the market. 
After all, it’s vital to look around, hear what 
people are saying, be informed and gather or ex- 
change know-how. Nothing ventured, nothing 

gained, as we say in the trade. 
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on Hamburg (+4940) 35692430 or write to Hamburg Masse und Congress GmbH, 
Postfarii 30246a 2000 Hamburg 36, Germany. 
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was a catastrophe. One way 
round this was to stitch canvas 
on to soles cut painstakingly 
by the father from rubber 
tyres. Holes for the thread 
were made by driving a sharp 
point through the rubber with 
a hamm er. 1 had to put my 
feet on a piece of paper, so he 
could draw the outline,” 
remembers Renate. 

Rudolf was clever in other 
ways, too. Although the rooms 
were tiny, there was a garden, 
where he planted tobacco from 
which to make crude ciga- 
rettes. When she visited a 
friend In a prison camp, Ren- 
ate's father - she was told 
later - gave her a bag with a 
false bottom for smuggling cig- 
arettes past the US sentries, for 
the inma te to sell on the black 
market. 

There were other ways of 
augmenting scarcities. The 
neighbouring Mflllers secretly 
kept a cow. “1 used to get milk 
there for nothing,” says Rel- 
ate. “They gave me biscuits, 
too.” Americans living in the 
same house were also gener- 
ous. but the owner was bitter 
at having to take In a homeless 
family Rrika said: “She used 
to get up at five in the morning 
to pick up the windfall apples 
so we wouldn't have them.” 

Inge used to sneak on to the 
back of farm wagons and tuck 
potatoes into her ap ron , run- 
ning proudly home with them. 
Some parents even used to 
send their children out to beg 
from local fanners. 

It was by no means a brutal 
or unhappy childhood. There 
was plenty of space to play out- 
side. The children did not have 
to five in cellars, Hfcp many 
Germans, and nearly freeze or 
starve. And eventually, life 
improved. Inge remembers well 
what she bought with her first 
meagre earnings as an office 
trainee at the age of 15 - her 
first shoes with proper heels. 
Erika bought a bicycle with 
her first wages. 

The family first noticed a 
real change for the better, 
when they moved into a fiat in 
Munich in 1957. It had a proper 
bathroom and kitchen and 
more space. Televisions and 
washing machines began to 
appear in households and West 
Germans began holidaying 
abroad. That was when the gap 
between the Germanys really 
started to open up. 

Andrew Fisher 


THE CONTOURS of the future 
Berlin are taking shape and 
the city again has a raw, unfin- 
ished quality which distin- 
guishes it from older European 
cities. It is not difficult to fore- 
see that in 10 years’ time Ber- 
fin-Mitte, the pre-war heart of 
Berlin east of the Brandenburg 
Gate, will pulsate with life as it 
did before the war. 

West Berlin's aged popula- 
tion is expected to undergo a 
rejuvenation and, together 
with east Berlin, is forecast to 
rise from the present 3.3m 
inhabitants and attain the 
city’s pre-war population of 4m 
by the year 2010. The greater 
Berlin region, an area with 
4J3m people residing within a 
60-km radios of the centre of 
Berlin, could regain Its pre-war 
population of 5m. 

Meanwhile, the contrast is 
even sharper than before the 
Wall came down between 
brooding east Berlin - with 
soaring unemployment, rutted 
streets and nnfjnishw* prestige 
buildings of the previous 
regime lining Friedrichstrasse 
- and the optimism of west 
Berlin. Consumption per capita 
in the west is DM25,000, twice 
as high as in the east where 
the freshly-unemployed from 
the former GDR ministries and 
state companies will farther 
depress spending power. 

West Berlin economics offi- 
cials warn that if new jobs are 
not created and the large gap 
between earning s in east and 
west is not narrowed, hard- 
pressed easterners will flood 
into west Berlin to seek 
employment Nearly 100,000 of 
them are estimated already to 
have already work in the city, 
and a further large influx 
would lead to fierce competi- 
tion for the jobs normally held 
by Turkish migrants. Relations 
between east Berliners and the 
130,000 west Berlin Turks are 
already tense, with the eastern- 
ers frequently blaming the 
Turks for their problems. 

Forecasts, however, speak of 
the first signs of an economic 
recovery in the east next 
spring when west German 
companies begin to move in to 
erect new offices and renovate 
old buildings. Bertelsmann, the 
giant German publishing 
house, and West-LB this month 
signalled their intention to 
erect a large ™»riin centre and 
shopping mall at the corner of 
Friedrichstrasse and Lefpziger- 
strasse near the city's pre-war 
publishing district 


A YEAR ago Dr Clemens 
Thurmans, 41, was a middle - 
ranking official in a small 
research Inst i tute attached to 
the East German Building 
Ministry. He lived quietly with 
his wife and son In a sleepy 
suburb of East Berlin. 

Today he is one of the most 
important men in Berlin and 
scarcely sees his wife and son 
at all. He Is the Stadtrat in 
East Berlin, with overall 
responsibility for transport, 
housing and planning, and a 
key man in fitting together the 
two sides of the city. 

The bear-like, rather dishev- 
elled, Mr Thnrmann belonged 
to the suppressed meritocracy 
of the former East Germany. 
He had always refused to join 
the Communist Party and 
thus, despite his talents as a 
statistician, could not rise 
above a certain level in his 
institute, could not travel 
abroad and earned no more 
than an average worker (about 
1,200 East Marks a month). 

Now he earns about five 
times as much but has no time 
to spend his money or travel, 
except on business. “I work 
between 12 and 16 hours a 


OPPOSITE the main Berlin 
railway station in the eastern 
half of the city stands a stretch 
of the Wall, once part erf the 
fortifications. It was never the 
scene of any great human trage- 
dies, for on the eastern side 
runs a road with heavy traffic, 
on the western side a barely 
accessible river port 

Now, after the Wall has 
ceased to serve any purpose, it 
is bong painted from the East. 
The authorities have advertised 
at art schools for daubeis to 
come forward to cover it This 
500m stretch of wall will soon to 
demolished, and fragments 
will be sold. Painted pieces fetch 
hi ghpr prices. 

Before November 9 1989, Wall 
painting was a western special- 
ity, carried out by local resi- 
dents to brighten it up. The imi- 
tation at the railway station 
wall is symptomatic of a great 

ttefll of w hat has happen art in 

eastern Germany since then. 
The east is copying the west - 
and the mam motive is financial 
reward. 

The aim of the Wall was to 
separate what belonged 
together. Now the two halves 
are supposed to be growing 
together again. However, forty 
years was long enough to allow 
different developments in the 
two states to become solidly 
rocked. It wfil take more than 
just a unification treaty to 
reverse that 

The east Germans are on the 
whole more passive than those 
in the West This is a result of 
the old system, which hardly 
rewarded flexibility and initia- 
tive. As a consequence, the east 
Germans are less mobile than 
hoped for - and the economic 
changes accompanying unity 
are much slower. Bankruptcies 
are continuing; unemployment 
1$ shooting up; and the eco- 
nomic downturn has dampened 
the euphoria of a few months 


Rejuvenating the pre-war Berlin 

A balancing act 


Berlin's sale to Daimler-Benz 
of a prime slice of Potsdamer 
Platz, the former wasteland 
bisected by the Wall, is also 
expected to attract investments 
to the dty by other companies, 
despite the controversy sur- 
rounding the highly favourable 
terms of purchase. Daimler- 
Benz plans to erect a 
70,000 sq m service centre 
employing 3,000 people on part 
of the vast square which is to 
link east and west Berlin. 

But securing jobs in the pub- 
lic sector and providing incen- 
tives for investments in east 
Berlin will require even more 
financial aid from Bonn than 
the DM9.2bn provided this year 
alone for west Berlin. Another 
DM13bn was given in direct 
subsidies to the west Berlin 
budget, ftoly half of which was 
financed by Bonn. The ending 
of Berlin’s geopolitical isola- 
tion has put pressure on the 
city government to reduce west 
Berlin's reliance on Bonn while 
subsidies are shifted to east 
Berlin and surroundings. 

Berlin's city government 
under Mr Walter Momper, the 
popular Social Democratic 
(SPD) governing mayor, pro- 
posed that Bonn lower its sub- 
sidies to west Berlin over a 
period of seven years begin- 
ning in 1993. While Chancellor 
Kohl appeared to agree to this 
formula, spokesmen for the 
governing coalition and the 
SPD in the Bundestag said the 
tax benefits for west Berlin- 
based companies and employ- 
ers should be reduced starting 
next January. This produced 
an outcry in Berlin where Mr 
Momper accused Bonn of aim- 
ing to turn the city into a 
“piggy bank for unity” . 

West Berlin's German Insti- 
tute of Economic Research 
(DIW) recommended that in 
light of the unification of Ber- 
lin and its promising economic 
future, subsidies to invest In 
the city should be eliminated 
by 1992. Reductions in VAT 
granted to west Berlin compa- 
nies and those In West Ger- 
many buying their products 
should be wound down in three 
stages beginning next year. 
DIW proposed that tax benefits 
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Memorabilia at the Brandenburg 

and Berlin bonuses for employ- 
CCS be lowered over a period of 
seven years starting in 1991. It 
was also proposed that part of 
the money saved could go 
toward eliminating the eco- 


PROFILE: Clemens Thurmann 

Man of the moment 


day, communicating with my 
wife only through notes on the 
kitchen table during the weds. 
If rm lucky, I get one day off 
at the weekend,” he says. 

Mr Thurmann is a politi- 
cian, a Social Democrat, as 
well as a city planner, and has 
to spend much of his day in 
meetings of East Berlin’s rul- 
ing SPD fraction or party com- 
mittees. “1 now understand 
why people call democracy the 
worst form of government 
except for all the others, it is 
so inefficient,” he complains. 

Has he changed? “Yes, a bit 
I was always quite self-confi- 
dent; now 1 show it more. I've 
lost touch with some friends 
but made some new ones. And 
I suppose I’ve developed politi- 
cal elbows,” he says. 

He seems to like the stress 
and can think of few more 
absorbing Jobs than helping to 



Dr Clemons ThOrmann 

build the city. Most of the 
time, he says, everyday con- 
cerns cause one to lose sight of 


the historic dimension, but 
sometimes it floods in. 

How is Berlin growing 
together? “Not without diffi- 
culties, of course, but it is hap- 
pening quickly. We were 
thinking in all-Berlin terms 
before the west Berliners, they 
were naturally a bit more cau- 
tious than we were, we have 
everything to gain and they 
have quite a lot to lose, at 
least in straight financial 
terms," he says. 

East Berlin, which first 
acquired a democratic city 
government in May, has 
received a central government 
grant of DM3-3bn for the sec- 
ond half of the current year. 
Private capital is starting to 
flow into the eastern side of 
the city - he says DMlbn has 
already been Invested and 
DM2bn to DM3bn Is in the 
pipeline - but very tittle of it 


It will take more than a treaty 

Gold mining mentality 


ago. West German taxpayers, 
too, are aware that unity will 
cost more than was at first 
imagined. 

None the less, the people in 
the eastern part of Germany are 
taking everything with astound- 


ing discipline. There have been 
strikes and demonstrations, but 
they have all been orderly. West 
German hooligans cause much 
greater damage. The east Ger- 
mans are well-tramed in apathy. 
Many, too, have a guilty con- 


science. Without the complicity 
of many individuals, the old 
regime would never have 
existed for so long. 

Much of what is happening is 
somewhat banaL The old <wst 
German newspapers have 



nomic gap between east and 
west in the Berlin area. 

Economic and political ten- 
sions between Bonn and Ber- 
lin, a recurring theme over the 
past four decades, have peaked 


in the 

is Bonn or move it to the Qgp.. . 
man capitaL-Ifthe 

emerges from the 
December folia to support Ber - 
lin as the seat-trf 
it is likely to farther attamfc ; 
tee east Berliners, nearly a6j»p 
of whom lost jobs- with the 
mer East German government - 
The friction b8tween hiatori- •, 
wiiiy Protestant. Berlin bh Cfo 
many’s eastern rim and for-qff. 
Bonn in the Catholic Rhine- 
land is almost ' certain - ’ta 

increase as the financial . 

- deman ds of unification' grew. ’ 
But the city’s longer-term - 
growth prospects are ftft-. 
unlikely to.be unpaired even r 

the Bundestag aha the chancefc 
lor fail to move to the Goman 
capital. Berlin’s location 
astride the main road and-reR- 
lmka to the west from warsaw = 
and Moscow win make it an ; 
jumping-off point for Gar- . : 
many's trade with Poland and . 
the Soviet Union.-- T.' 

Urban planners and environ-' 
mentalists in Berlin aredetov- 
mined to avoid the mfefokwi of 
other large cities which ate 
strangled by- traffic : ani 
plagued , with urban sprawls 
The planners want to retain . 
the countryside beyond: the. 
borders of Beilin - much 1 of - 
the surroundings are forested, 

forest and lakes - and prevent 
a rampant suburbanization of 
the city’s environs. But vfl-^‘ 
lages and towns in the greater 
Berlin region are starved -of, 
funds and many- are eager to _■ 
sell public land to' real estate 
developers from the west. - 
The Berlin regional plmmfetg - 
authority set up early this year 
also wants to discourage -the> 
use of cars in the city by reac- 
tivating and modernising .the!*. 
S-Bahn urban railway network 
bunt in the late 1800a which 
blankets- Berlin and stretches., 
well beyond the city limits. 4- 
-New communities outside the 
city are to be built parallel to . 
the S-Bahn so that residents 
can commute more quickly by v 
rail than-by-car. But moderei-. 
sing the S-Bahh will cost an 
estimated DMIAbn and. Bonn 
has signalled it wants the 
S-Bahn to betaken over by the 
dty and not by the highly-defr ■••• 
citary Bundesbahn (German . 
Federal Railway) which oper- 
. ates regional. S-Bahn systems 
in -the west ' ^ ■ 

: .Leslie CoiW 
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Is manufacturing investment 
he complains. 

Lack of property for new 
enterprises has been less of a 
problem in East Berlin than In 
some other big towns, at least 
in the public sector. 

East Berlin has, however, 
generally been renting rather 
than selling land because of 
the uncertainty over value. 
“We dent want to sell land 
and then find it triples in 
value,” he says. He adds that 
bids for property on East Ber- 
lin’s grandest avenue, Dnter 
Den Linden, are now being 
made at a starting point of 
DMllyOOO/sqm compared with 
only DM7,000 in the centre iff 
West Berlin- 

East Berlin’s biggest prob- 
lem will be the unemployment 
created by closing down the 
huge ministries of the former 
East German state. Mr Thur- 
mann reckons that about 
250,000 bureaucrats will lose 
their jobs and not many will 
be soaked up by the new all- 
Berlin city administration. 
Perhaps he could split his job 
and see more of his family. 

David Good hart 


out or are being bought up by 
western publishers. East Ger- 
mans are buying west Goman 
cars, on credit; and are 
them to kill more people on the 
roads. Supplies in the shops are 
less abundant than hi west Ger- 
many, the prices are higher, and 
incomes are lower. There is a 
gold mining mwit-aHty ^ the .air. 
- but not everyone will dis- 
cover gold. 

Rolf Schneider, 
an E German novelist 
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The Karl Mara monument In Leipzig: with the wave of aitf-communlst feeling there to some discussion over the etafaw’a ^ 
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Getting to know Germany: exploring its coastline, discovering its mentality and its penchant for English words 
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Much still to be done 


IT was my wife who noticed 
that the taH along the 

roadside were pointing the 
wrong way. We bad Jnst driven 
into Mecklenburg, my* of 
five new German, states in the 
east. The r emains of the fen Pfig 
erected at the water's edge to 
atop people leaving were still 
visible, though the barbed wire 
was gone. 

On a strip of the Baltic Sea 
coast running close to the 
road, the -lamps -had a sinister 
double function. They did not 
overhang the street, hurt had 
been turned seawards to detect 
those guilty of -attempting 
Republijtfhicht (flight from the 
republic), a crime under the 
Honecker regime. 

A year ago, it would not 
have been possible to simply 
drive over from the west Prom 
the start, it was dear that the 
weekend trip would not exactly 
be full of fun.' The concrete 
fence posts and. the reversed 
street lamps were a chilling 
reminder of how recently the 
old system was toppled. ‘ 

Less startling, after previous 
trips eastwards was the 
depressing state of many build- 
ings and the' extent to which 
the towns' historical fabri c barf 
been allowed to decay. The 
northern part of east Germany 
does have its beauties. As we 
sped by f teKfo and villages, it 
was easy- to be lulled into a 
sense of longing for a time 
when Ufa was less hectic and 
there was time to meander. 


Lining many of the country 
roads - some in good repair, 
others hopelessly worn out - 
were arches of trees, their 
leaves brilliantly tinted in the 
autumn sunlight. In spite of 
the increasing numbers of fast 
western cars, including second- 
hand models bought by people 
in the east, the roads were not 
too crowded. 

Any temptations to nostal- 
however, were rudely ban- 
id when we entered the 
towns. The drabness and 
neglect of 40 years of a planned 
economy we re startling. 

We visited Wismar, Rostock, 
Stralsund, and Schwerin, 
names with an appealing north 
Germanic ring. AH have stri- 
king buildings, notably the 
monumental red bride Gothic 
cathedrals which reflected the 
medieval prosperity in the 
days of the Hansa trading 
league. But they also contain 
areas which woe allowed to 
run to seed for lack of support 
from East Berlin, as well as 
clumsy modem constructions. 

Our first stop was Wismar, a 
harbour town with a large and 
impressive main square which 
has been well maintained. In 
spite of the quaint image pic- 
tured in the guides, the har- 
bour is hardly a tourist attrac- 
tion. The interior of Wismar’s 
Church of St Nicholas, on the 
other hand, is. Unlike other 
churches in the town, it 
escaped the bombs of 1945. 
With the sun streaming 


through lofty windows beside 
120-foot brick pillars - the 
nave is the highest in east Ger- 
many and the fourth highest in 
the country - the atmosphere 
is an uplifting ttity of simplic- 
ity and grandeur. 

Opposite the church, and 
separated from it by a tree- 
lined canal Is a row of old 
houses, ready to be renovated. 
It is not hard to imagine what 
the scene could look like on c e 
the work Is completed. 

. In the main square is a pavil- 
ion-like building. In Dutch 
renaiss ance style, into which 
water was piped to sup- 
the town. This has been 
carefully restored, as has the 
steeply gabled Alte Schwede 
(old Swede), Wismar's oldest 
house (built in 1880) and now a 
restaurant 

Wismar certainly has tourist 
potential. It is starting to be 
aware of this, but It will take 
several years and much money 
to make it a must for visitors. 

The next town, Rostock, cen- 
tre of the region's shipbuilding 
industry, was rather a disap- 
pointment. Its cathedral was 
closed and its main streets 
shabby. The town hall Is 
impressive, with a Baroque 
front and a tall Gothic back- 
drop of arches and towers. 

The wide main street run- 
ning next to the centre has 
some imposing commercial 
bandings m a reasonably suc- 
cessful mixture of Gothic and 
modem styles, a gain wring the 



The magnificent 19th century palace at Schwerin 


pervasive, rather forbidding 
red brick. 

We had booked a room near 
Rostock at Wamemdnde, a 
resort behind the Baltic sand 
dunes. Though hardly brim- 
ming with character, the hotel 
was comfortable. The func- 
tional room had one feature, 
which we had never 


brick, of course — is an 
eye-opener. So is the wonder- 
fully serene interior of the 
Church of St Nicholas, partly 
restored with secular murals 
ated on a whitewashed 


seen, in years of travelling: the 
bed was made for two, but it 
was long instead of wide, so 
that we had to sleep feet-to-feet 
rather *fa»n side-by-side. Res- 
ale faced the sea and I faced 
the door. 

Stralsund, on Germany’s 
north-eastern comer, was our 
next destination. The photo- 
graph in the Baedeker, taken 
from a church tower, shows it 
situated majestically on the 
coast. At ground level, it is 
more down-at-heel thaw majes- 
tic, although t>ip town hall's 
high Gothic facade - in red 


After a longish, relaxing ride 
across country roads, we 
reached Schwerin, with Its 
magnificent isth century pal- 
ace. Built on an island in a 
small lake, it Is an Inspired 
confection of towers, turrets, 
and domes topping a rambling 
structure with a detailed, 
many-windowed facade- Some 
of the rooms have been beauti- 
fully restored, with inlaid 
floors, richly decorated ceil- 
ings, and exquisite f urni ture. 
The gardens are a treat, too. 

By comparison, the rest of 
the town looked dreary. 
Clearly, Mecklenburg, has 
wni»h to do. 

Andrew Fisher 


Brainstorming workout fur die Germans 


The German language is inundated 
every year with more Anglicisms. 

Enno von Loewenstem, deputy editor 
of Die Welt, has discovered that it is 
possible to write articles in German 
while using hardly any German words: 

UNSER Way of life im Media Business 
ist har t, da m uss man dn tourer Kerl 

darm riffirriBw- CmvSIikwi 
Soft Drink Oder Darjeeling Tea, dann 
in das Office - tmd schon Brunch mtt 
den Top-Lenten, meeting zmn Theme: 
SoQen wir die Zettcmg pushen mit &aob 
Appeal bdex auf Low Profile achten? 

Ich habe dim Managem gang coal 
and businesslike mein Papier 
presentiert: Wir nrassen News powern 

imri mrf riaim daw Ahwrt anf Tjitmt 

and Design legen, anf der Front Page 
die Headline mehr aujjjazzen und die 


Deadline beachten. Pur Jede Story 
branchen wir sin stakes Lead. Das 
Editorial muss Glamour und Style 
habeu, unsere Top Priority beHbt 
Action mid Service. . 

Der Cartoon mnM gut plazlert sein, 
die Korrespondeuten mfissen Features 
kabeln, und sie mnssen beim Handling 
ihrer Computer-Terminals fit sein, 
on-line und off-tine, lhr Password nicht 
veggessen, mit dem Scanner mngehen 
kounen, die Disks editieren. 

Und sie mfissen anf ibre Connections 
achten, damit sle an Top-Secret- . 
Infonnationen kammen; jeder Reporter 
muss eln verftabkx Sherlock Holmes 
sein, dann gelingt das Comeback. Mein 
Conference-Report betonte das High 
Risk eines Canftictes of Interest mit 
der PRrAbteiftmg; der Creative 
DIrektor und der Designer verstanden 
die Message. 


Nach der Conference assen wir nur 
Fast Food and dann begann das Panel. 
Dafnr was ich besonders gebrift 
warden. Das Give-and-Take war super. 
Vlele Youngsters sagen, das Boom 
geht zu Ende, ein Crash komrne. 
Mancha taten so, ala selen wir total 
imri mussten ein gefitrines Crisis 
Management starten statt business 
as usual. 

No Problem, sagte ich, ich werde 
nach dem Coffee Break eine 
Marketing-Studio in purinem Studio 
anfertigen, dann machen wir einen 
Test, wie der Trend lauft, Unser Outfit 
1st Okay, der Cash flow 1st besser 
geworden, es gab einen Run auf unsere 
Aktien, naebdem die lunge zlemlich 
down waren. 

Noch fanktioniert meine Pipeline 
zmn Bom, nodi habe ich einen Desk 
im Office. Dann batten wir Happy 


Hour mit der Jury, Sherry und 
Cocktails fur die Girls, Hard Drinks 
fur die boys. 

Es war beim Dinner - Black-Tie, 
gegrillte Steaks mit Curry und Ketchup 
- da sagte der Old Man, wir hfttten 
eine falre Chance, unser Image zu 
verbessem, denn Job Application fohrt 
zu Success Story, wer nlcbt mhto-date 
Lst, wird gekffit, that's life. Wir Bind 
Workaholics, antwortete ich, wir 
fcgntwn kgtn Hi gh Life miH wir riiiil 
keine jet-setters. 

Nadi der Rush-hour woBten wh- 
im Penthouse pokern, aber der lift 
in der Lobby war kaputt, also joggten 
unsere Lobbylsten hfnanf - Jogging 
ist sowieso der Hit, und wir sind 
Sportsmen. Nur eines macht mkh 
total crazy — Dieseschreddichen 
An giigism un in unserer schfinen 
deutschen Sprache. 


A code of conduct 


MANY visitors to Germany are 
unsure what to expect from a 
country which hah Just been 
unified. Here is a guide on how 
to behave: 

■ Do not expect that reunifica- 
tion has made everyone happy. 
The size of the German econ- 
omy haa gone up by 10 per 
emit, but the number of people 
losing their jobs baa risen by 
about 50 per cent Do remem- 
ber, in spite of all that you 
have read about the Germans 
taking over Europe, that the 
new Germany - for the 
moment - is poorer than the 
old Federal Republic. 

■ Do make an effort to brash 
your language. If you can 

that you have learned a 
few more child-like phrases 
since you were beta last, most 
Germans will «hti compliment 
you effusively. But it may be 
nH gftfrly more obvious than 12 
months ago that they do not 
really mean it 

■ Do realise that one way of 
slipping into conversation is to 
admit that you are confused 
about reunification. Most Ger- 
mans win relish a chance of 

why they are as 
or why you should not be, 
or both. 

■ Do make an effort to travel 
to eastern Germany. If you are 
from En gland, you will feel 
reasonably at home in the 
hotels and in the railway buf- 
fet compartments. 

■ Do remember that the only 
foreign language taught to east 
Germany was Russian. If you 
find yourself conversing with 
anyone east of the Elbe, do not 
get into a discussion about Mrs 
Thatcher's views on German 
unification unless a) you have 
an aeroplane ticket to leave 
Germany extremely fast, b) 
you are under police guard, c) 
you are taiirfag to an ex-mem- 
ber of the Politburo. 

■ Do not boast about Britain 
being in the European Mone- 
tary System. Do try to avoid 
mmpiw arguments about the 
effects of reunification on the 
D-Mark. Do try to make clear 
that you are well aware of the 
dangers of D-Mark mortgages. 

■ Do be aware that German 
gr ammar may give you useful 
advance warning of future 
events. If during the course of 
the evening a previous 
stranger starts to smile, and 
p-aUa you regularly by the 
familiar “Du", do consider 
carefully the possibilities that 


you are about to be a) asked 
for a loan, b) picked up, c) 
given a Job, d) mugged, e) 
arrested. 

■ Do regard the Cold War as 
well and truly over. Do make 
an effort to say something nice 
about Mr Gorbachev’s eco- 
nomic policies. Do not refer to 
things such as like “front tine", 
“victor powers", “East bloc", 
"nuclear", “communism", 
“Nato" or “army" in any other 
fhaw a historical sense accom- 
panied by a vague shrug of the 
shoulders. 

■ Do bear in mind that, with 
the rfiaiimgB of unity, Ger- 
mans have become less risk 
averse. Do test the new spirit 
of adventure and excitement 
by recommending that your 
host carries out the following 
simple steps: a) helping his 
wife with the washing up, b) 
cutting his lawn on Sunday, c) 
lending his Mercedes to his 
neighbour, d) moving house to 
east Germany. 

■ Do not forget that, in this 
part of Europe, dinner parties, 
concerts, conferences etc usu- 
ally start on time. Do bear in 
mind that one reason for the 
tortured looks on many east 
Germans' faces is that they 
would like to apply particu- 
larly rigorous standards of 
punctuality, but are prevented 
by mec hanical failures. 

■ Do remember that there are 
still 380,000 Russian soldiers in 
east Germany, and that many 
are suffering from the effects 
of the D-Mark. Do bear in mind 
that if you can buy from them 
a) greatcoats, b) helmets c) 
tanks you will be contributing 
to disarmament as well as 
Perestroika. 

■ Do bear in mind that free 
markets in east Germany have 
made people flexible. Do not be 
surprised if the man whom you 
saw at the Bast Berlin ministry 
a year ago and is now working 
for the Deutsche Hank can no 
longer recall who Erich 
Honecker was. 

■ Do consider that, though 
reunification has made the 
Germans more pleased to be 
Germans, they are unsure 
whether they should tell for- 
eigners about this straight 
away. Do be aware that the 
quickest way of finding tt out 
is by discusring the World Cup 
in a late-night bar near Dort- 
mund railway station. 

■ Do take seriously certain 
codes of social order. Espe- 


cially in east Germany, If you 
are a professor, it ma y .b e 
expected that you will arrive 
late. Do not shake kanda with 
the butler, do not quaff from 
your wine glass before you 
have pronounced “Prost" Do 
recall that you will be required 
to repeat this several times, at 
irregular intervals, before you 
are allowed to leave. 

■ Do remember that, the 
more Important you are, the 
less likely it is you win have a) 
an entry ticket to a social func- 
tion, b) visiting cards, c) your 
own car parked outside. 

■ Do be a little more careful 
t hen in the past about maWng 
jokes about Helmut KohL Do 
not refer to Hans-Dietrich Gen- 
scher, foreign minis ter, unless 
you are standing up and pon- 
dering the future of the world. 

■ Do try to avoid driving on 
the Autobahn unless you are 
at least two of the following: a) 
fully insured, b) driving a 
white BMW-520 with three sets 
of headlights, c) expressedly 
told to do so in your horoscope, 
d) being pursued by Interpol, e) 
a maniac. 

■ Do not expect the Federal 
Railways to have maintained 
the same standards of time- 
keeping as when you travelled 
here last. Do not bother to ask 
the Schaffaer for an explana- 
tion for the lateness of the 
trains. Do remember that this 
Is always caused by a) the late 
connections of the Italian rail- 
ways, b) the late connections of 
the Polish railways, c) the late 
connections of the French rail- 
ways, d) the late connections of 
the Belgian railways, e) reuni- 
fication. 

■ Do reflect that, with unity, 
millions more Germans will be 
travelling abroad during 
August. If you really want to 
escape the crowds, do consider 
the attractions of a summer 
holiday next year in east Ger- 
many. 

■ Do understand that the Ger- 
mans enjoy watching foreign- 
ers making intelligent efforts 
to understand them. Do bear in 
mind that they are tired of 
being thought a) well-organ- 
ised, b) disciplined, c) efficient, 
d) hard-working. Do try to tell 
them that, sometimes, they are 
not But unless you are fully 
covered under 17 a), avoid 
doing this under the conditions 
of Rule 13. 

David Marsh 


MASTERKEY TD TURKEY: 
GARANTI BANK 


Garanti Bank cominues to play a leading role in the banking activities 
accompanying Turkey’s foreign trade. Garanti’s clients enjoy the benefits 
of Garanti's wide range of international services. But what's a bonus is 
Garanti's ability to adapt itself to its clients' needs; 
offering alternative approaches, 
if necessary, to meet their 
demands. And that is one of 
the reasons why, in a sector of 
62 banks, Garanti has main- 
tained its former share of 13 % of 
Turkey’s hard currency business 
volume in 1989 as well. If you want 
to work with a bank that can open 
doors for you in the complex international market, trust Garanti with its 
all-around services as your trade connection to Turkey. 



TOUCAN BANK ON 

GARANli 
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European Savoir-faire 


New Perspectives and Exciting 
Opportunities 


The whole of Europe is taking on new and ex- 
citing dimensions. The European Community is 
in the process of creating the world's largest uni- 
fied market. And the revolutionary changes in 
Eastern Europe are paving the way to a spectrum 
of new opportunities. 

Meeting these challenges will require the strong 
support of banks with substantial resources and 
a proven European savoir-faire. Deutsche Giro- 
zentrale - Deutsche Komraunalbank - is such 
a bank, being a central institution of West 
Germany’s savings banks - the nation’s largest 
banking sector 

As a European public-sector financing institution, 
DGZ serves a growing clientele of corporations, 
banks, and government entities. The Bank pro- 
vides a wide range of commercial and investment 
banking services, inducting major syndicated fund- 
raising operations. 

Through our full- service branches in Berlin and 
Luxembourg as well as a wholly-owned subsid- 
iary in the Grand Duchy, DGZ offers the full scope 
of Eurobanking capabilities in tine with individual 
client needs. 


Deutsche Girozentraie 
’Deutsche Kommunalbank- 

FRANKFURT/ BERLIN 

TTtesmaS team with big resources 


Tiumuinbgt 10, D -6000 Frankfort am Main l.Tdepbone: (0 69) 26 93-O.Telex: 4 14 168 ; Kurfurstcndamm 32, D-1000 Berlin l * 
Telephone: (030) 8812096, Telex: 183353; Luxembourg Branch: 16, Boulevard Royal, L-2449 Luxembourg Tdenhn™-- 
474360,Telex: 3101; DGZ International S~A.: 16, Boulevard Royal, L-2449 Luxembourg, Telephone: 46 24 71-1, ’telex: 2841 











High 

qualify connections 


For investors with their sights set on 
the EC market ell roads lead to 
Cologne. The famous cathedral city is 
in the heart of Europe at the centre of 
a unique communications infrastruc- 
ture. The orbital motorway around 
the city connects Cologne with all 
points of the compass via 10 motor- 
way junctions. More than 1100 pas- 
senger trains stop at Cologne central 
station every day. This makes 
Cologne Europe’s most important 
railroad junction. As early as 1 995 the 
ICE and TGV high speed trains will be 
calling at Cologne on their way to and 
from Brussels, Paris and London. The 
Cologne/Bonn Airport ist currently 
being developed into a major hub for 
international passenger and freight 
air traffic. It will be integrated into the 
1C rail route Cologne -Frankfurt. 
From the airports at Cologne/Bonn 
and Dusseldorf, just 35 Kilometers 
away, more than 200 destinations 
around the globe will be available. As 
th ough this were not enough, the 
Rhine, Europe’s commercial water- 


way par excellence, flows through the 
heart of Cologne. 

You think you might like to know more 
about Cologne and its great connec- 
tions? Just write or phone us, we'll be 
happy to oblige. 


Offira of Economic Development, Richortzstr. 2-4, 
D-5000 Cologne 1, Tel.: (0)221/2 21-61 23, Fax: 
( 0 ) 221 / 221-6686 
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Berlin's performing arts stand to lose from unification, writes Leslie Coljtt 






music ensembles and three 
large museum complexes - 
not to speak of two zoos? 

Past cold war rivalry 
between the two Berlins 
resulted in probably the most 
highly-subsidised perfor min g 
arts in the world. When the 
money was wedded with tal- 
ent, It sometimes produced 
excellence. West Berlin's Deut- 
sche Oper received a hefty 
DM72^m in subsidies this year, 
and is regarded as one of the 
world’s l e adin g opera houses. 
The Berlin Philharmonic, 
which win get DM23£m in pub- 
lic money next year under its 
new permanent conductor, 
Claudio Abbado, ranks among 
the world's finest orchestras. 
But the lesser-known- German 
State Opera and Comic Opera 
houses in east Berlin which, 
along with the theatres, were 
showered with money by the 
Communist state, are now 
queuing for western subsidies. 




ment are severely strained by 
the economic reconstruction of 
east Germany. 

Although west Berlin this 
year provided DM523m in sub- 
sidies for the opera, theatre 
and other cultural institutions, 
half the money came from 
Bonn in the form of aid to the 
west Berlin budget. The federal 
government granted an addi- 
tional D Ml 66m to subsidise 
museums for the former Prus- 
sian cultural treasures as well 
as cultural events in west Ber- 
lin, inrlnttinp festivals. 

Bonn has agreed to finance 
the two eastern opera houses 
as well as the classical Deut- 
sches Theater and Kammer- 
spiele, the Berliner Ensemble 

and the sy mphony hall in the 

rebuilt Schauspielhaus until 
the end of next year. The city 
of Berlin, itself faced with 
enormous infrastructure and 
social investments, fervently 
hopes that after 1991 the fed- 


receive DM528m in cultural 

subsidies from Bonn. 

One Berlin official, who 
wants to stay anonymous, says 
Mr Theo Watgel, finance minis- 
ter, will be obliged to pay up - 
if only to assuage the con- 
science of the federal govern- 
ment which is opposed to mov- 
ing to Berlin. 

Nobody wants to be merged 
or eliminated and egos are 
vastly inflated in a dty where 
theatre directors are used to 
getting money to bum, regard- 
less of the size of audiences. 
Thus the Freie Volkabuhne 
had a DMSm subsidy this year 
for an insipid repertoire from 
which theatregoers stayed 
away. This vexes the nearly 
100 established “free theatres” 
in west Berlin, which often 
play to packed booses and 
receive a more modest DMTim 
in support from the dty. 

Far from eschewing the tax- 
payer’s money, the «naii theat- 


est m usical revue theatre 
a staff of nearly 800 . 

But at least until 1992, these 
groans will be taken care of by 
Bonn. Subsidies for private 
theatres in all Berlin are thus 
guaranteed to rise well above 
the DM24 2m provided alone in 
west Berlin this year. 

State theatres in east and 
west Berlin have yet to realise 
that they are competing with 
p pp h other for dwindling audi- 
ences. In east Berlin higher 
ticket prices and falling pur- 
chasing power have drastically 
cut the numbers of theatre- 
goers. But instead of offering 
new plays this season, the 
theatres are outdoing them- 
selves to refurbish German 
classics and Shakespeare. The 
Schiller Theater in the west 
and its counterpart, the Deut- 
sches Theater in the east, have 
both mnonted opulent produc- 
tions of Goethe's Faust And 
Heiner Muller, the enigmatic 


ensemble’s continued gojjSje 
sation asa state tbeotriH 
Bonn government 
footnote to mtfflcatftHir v 
The heads of the three] 
houses have agreed 
nate their programme? 
co-operate in. training; yota* 
singers, exchanging staff, ia 
sharing opera BtumoaHt the * 
future. Mr GtitzJFrJedriah^jfc 
Inspired IntendtnttfltMtw;: 
producer) of the Detitscha 
Oper, is likely to remahrtiifl- 
first among equals. Xteqtecta 

Oper’s orgiastic Satiate. -»$. 
mitred at the recent Bering 
Festwocben, stood out next, to: 
the rafter worn production* of 
Elektra and Love of Ttoqu 
Oranges by Dresden’s Stfe 
Opera at the festival: : •’ ■ _ v 

A cultural sidelight is (fa 
transformation of the huge 
marble-faced House of Soviet 
Science and Culture, owned ty 
the Soviet government, into a 
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PROFILE: The Aalto Theatre 
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Coal, steel 
and culture 
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ESSEN’S Aalto Theatre, named 
after the renowned Finnish 
architect Alvar Aalto, symbol- 
ises the fall and rebirth of this 


thriving metropolis in the 
heartland of the Ruhr. 

Essen, straddling the mid- 
point of the coal and steel 
region, ranks as Germany’s 
sixth largest city with 620,000 
inhab itants. 

Its former Grillo Theatre, 
named after the 19th century 
iron and steel magnate Fried- 
rich Grillo, who donated the 
construction site, was badly 
damaged in the war-time 
bombing which devastated 
much of the city. 

The theatre was rebuilt as a 
temporary solution, and the 
architectural competition to 
build a new (me was launched 
in 1959. Aalto was given the 
contract, and what followed 
was nearly 30 years of plan- 
ning vicissitudes accompanied 
by frequent political squabbl- 
ing. 

The DM140m building was 
finally opened in September 
1988. The Grillo Theatre, mean- 
while, was reopened last 
month as an Independent thea- 
tre by the director Hans- 
gOnther Heyme. 

Aalto's prowess makes the 
Essen Theatre a masterpiece. It 


ranks as Europe’s best techni- 
cally-equipped stage after the 
new Bastille Opera in Paris. 
The budding's harmonic pro- 
portions impressively docu- 
ment the architecture of the 
1950s. The forms in white and 
marble of the entrance hall 
beckon the visitor towards the 
amphith«ifa« . nin> theatre with 
room for an audience of 1425. 

Since the war, Essen has lit- 
erally risen from the ashes. It 
has had to weather a downturn 
in the coal industry, and more 
recently has started to put its 
industrial structure on to a 
new footing after the steel cri- 
sis of the 1970s and 1960s. As 



5»"T‘- 

f'.j -r- l * r 

bM . 

!?’ -::r 

Cy. 

sr: 

a*r.;7\ « 
&?■= r r 


part of efforts to improve the 
Ruhr’s grimy image, Essen has 


The foyer of Essen’s sh owp i ece AaHo Theatre, opened just more than tap ye ar s ago 


Ruhr’s grimy image, Essen has 
laid on a series of special cul- 
tural, scientific and sports 
events. The high point this 
year, the Second European 
Opera Festival, came as the 
city played host to the 
National Opera of Tiflis per- 
forming Prokoviev’s Fiery 
AngeL 

The theatre’s current direc- 
tor Is Professor Manfred Schna- 
bel, who took o ver In 1986. He 
was the seventh In a string of 
appointees after the departure 
of Erich Schumacher, who left 
his mark between 1958 and 
1974 with the socalled “Essen 


style”. Mr Schnabel presides 
over five different sections of 
the house made up of opera, 
concerts, theatre, ballet and 
youth theatre activities. 

The Philharmonia, founded 
in 1898, is under the direction 
of Robert Maxym until the new 
theatre director and General 
Music director, Wolf-Dieter 
Hmisffhild, takes over in ims. 

The overall budget - 
DM55m - may be relatively 
small compared with Munich’s 
State Theatre (DM97m) or the 
Hamburg Opera (DM73m), but 
is still enough to make the 
mouths of theatre directors 


elsewhere water. The money is 
spent on producing annually 
six premieres in opera, two in 
ballet and five in theatre, along 
with a programma ctf repeats, 
hi addition, 12 concerts, song 
recital evenings and guest per- 
formances are also offered. 

Mr Schnabel’s aim is to far- 
ther the talents of young sing- 
ers by preserving the charac- 
teristics of ensemble theatre. 
The Essen ensemhle meets for 
every rehearsal, enabling it to 
work together continuously. 
Guest stare are an exception. 

In addition to classical 
opera, the accent is on the 


French musical theatre of the . - 
19th century, with a new look 
at the works of Verdi also pres- 
ented. The opening of the 
house featured the Mastersing- 
ers produced by Jaroslav*- 
Chundela, with the leading 
roles sung by Beatrice Niehoff 
and Victor Braun. 

With optimism buoyed by 
the continuing mini-boom in 
the Ruhr, the Essen Theatre 
looks set to continue pulling in 
the crowds - final proof that 
the dty is mare than just coal 
and steel. 
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Patricia Naatz 


PROFILE: Television editor 


The new view 


FROM the big corner windows 
of Mr Klaus Bresser’s office 
south or Mainz, the world looks 
a peaceful place. “1 sometimes 
think it’s a bit isolated out 
here,” says the editor-in-chief 
of Zweites Deutsches Ferns e- 
hen (ZDF), the second German 
television channel, as he looks 
out from the office and produc- 
tion complex on to the rolling 
fields of the Rhineland-Palati- 
nate state in the centre of west- 
ern Germany. 

Restful though it may be, the 
view from the eighth floor 
hardly represents the chal- 
lenges and responsibilities fac- 
ing German TV at a time when 
the excitement and turbulence 
of the run-up to unity between 
the two Germany's on October 
3 are being replaced by the all 
too bleak reality of economic 
chaos and anxiety in the east 
as its people struggle to catch 
up with the west 

Mr Bresser, bom in Berlin 
and now in his early 50s, has 
headed ZDF’s news, current 
affairs, and sports coverage for 
more than two years. He has 
introduced a faster flowing 
news style, with more flexibil- 
ity, quicker reactions to impor- 
tant news events, and a less 
deferential reporting approach 
to German politics, ft is a style 
that was obviously well suited 
to the rapid and dramatic flow 
of news from East Germany 
and the rest ctf eastern Europe 
over the past year or so. How- 
ever, TV now has the tricky 
job of describing and illumina- 
ting the difficult process of 
bringing together two parts of 
Germany which have devel- 
oped very differently. 

At the same time, it must 
avoid over-concentration on 
fnnpr German affairs, or navel- 
gazing. “German TV has a 
huge task to fulfill, bigger than 
in the history of West Ger- 
many." says Mr Bresser. 

ZDF was set up in the early 
1960s by the states (Lender), 
which have now grown from 11 


to 16 as a result of unification. 
“Both societies have been sepa- 
rated mentally, not just eco- 
nomically,” be says. Thus TV 
has to act as a force for inte- 
gration, not only showing the 
problems but also providing a 
forum for open discussion and 
dialogue and helping to 
develop solutions and under- 
standing. It is, he notes, far 
harder for the cameras to show 
the economic problems as they 
occur on the ground, such as 
rising unemployment and fall- 
ing industrial and form produc- 
tion, than it was to catch the 
mood on the streets when old 
systems were crumbling and 
new freedoms being grasped. 

And for all its role in helping 
the wave of peaceful revolution 
to pick up speed in eastern 
Europe, TV cannot convey 
what life is really like in the 
west Many East Germans were 
able to compare their own 
drab, limited existences with 
life in the free, more varied 
and colourful West “TV was 
the only western product 
which could be freely con- 
sumed in East Germany.” But 
It could not prepare people 
there for the faster, more prof- 
it-driven, and occasionally 
ruthless way of life in the free 
market “East Germans have 
had huge dlffi unities in coping 
with daily life over here, with 
the pace of work and the 
emphasis on perfor m ance and 
efficiency." ZDF has employed 
some people from former East 
German TV. but Mr Bresser Is 
emphatic that people in the 
east would be horrified if they 
saw the same faces that used 
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Weak showing 


One 


Mr Klaus Br 


to spout the old Stalinist pro- 
paganda from the screens. So it 
will be young, politically 
untainted and journalistically 
fresh talent that ZDF and other 
channels will be seeking as 
they extend their reporting and 
production networks east- 
wards. 

Of course, the former East 
Germany also has other contri- 


butions to make. On the enter- 
tainment side, there is a strong 
cabaret tradition in the east 
which could certainly help to 
make German TV less heavy- 
weight and more inclined to 
amuse as well as to inform. 
Entertainment is not a s trong 
point on the West German 
small screen. Peak viewing 
times are rich in old feature 
films , sometimes in black «tid 
white, about life in the Aus- 
trian mountains or harmless 
frolics in the Bavarian country- 
side. 

However, West German TV 
has served up some real plums, 
as with the lengthy, beautifully 
directed, and very successful 
(In Germany and abroad) Hei- 
mat series about village life, 
for which the turbulent events 
of the 20th century served as a 
rich backdrop. 

The real and lasting extent 
of the influence from the east 
on German TV can hardly be 
gauged at present Clearly, as 
with the rest of German life, 
political, economic, or soda!, ft 
will be forces from what used 
to be known as West Germany 
that will predominate. Televi- 
sion in eastern Germany has 
adapted quickly under the 
inspiration of the revolution 
from the streets that led to the 
toppling of tiie old regime. But 
until the east catches up with 
western living standards, the 
paymasters and policymakers 
will be in the west 


NOBODY predicted the fell of 
the Berlin Wall in November 
1989. But some were more mis- 
taken than others about future 
developments in Germany. 

Those best in touch were 
n either the politicians, nor the 
famous German professors in 
political science, nor the think- 
tank analysts nor the journal- 
ists, but some writers like Mr 
Martin Walser, or a parliamen- 
tary backbencher from a Black 
Forest constituency, Mr Bern- 
hard Friedmann. 

When he suggested in 1988 
that the German question be 


ory of pre-war united Ger- 
many. Further down the hier- 
archy however are younger^., 
journalists aged between 35 
and 45 from the west and south 
of Germany, rooted in Catholic, 
anti-Prussian traditions. They 
have problems coming to terms 
with the German Protestant 
North in general The old Ger- 
man dividing' line along the 
river Main still exists. 

The role in th e reunification 
debate of the Hamburg weekly 
Die Zeit is also worthy of 
examination. Although the 
owner, Mr Gerd Bucerius (a 
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While reunification dominates the news, art and education issues are are still high on the German agenda of public debate 

I There’s business in benevolence 


Berthold 
Hutten: a 
man with 
an English 
passibn 

MR BERTHOLD HUTTON, the 
live- wire head of the language 
department at : the Gaesdonck 
boarding achooL near the 
Dutch border, is a man with a 
mission. 

Mr Hiitten, one of the deputy 
headmasters at the school, pre- 
sides with boundless energy 
over what must be one of the 
best-equipped and most exu- 
berantly -nm En g l ish language 
departments on the Continent. 
He has been trying for 18 
months to raise qfnrifl l interest 
m Germany and Britain for 
fondingr a bilateral teachers' 
working group to boost 
co-operation between schools 
in the UK and Germany. 

Reflecting linguistic prob- 
lems and the Of har - 

monising curricula and differ- 
ent educa tional systems, pupil 
exchanges, between British and 
German schools are thin on 
the ground! Most . links 
between educational establish- 
ments in the two countries 
occur within the framework of 
town-twinning partnerships. 

Mr Hfitten, together with a 
group of 40 high school teach- 
ers from Germany and Britain, 
thinks more needs to be done 
to put such collaboration on a 
firmer basis. But £n his efforts 
to win backing from govern- 
ment dr EG institutions for a 

formal ■ teaching atearrng mm . 

mittee, to meet on : a six- 
monthly basis, Mr Hfitten has 
drawn a Nank so far - even 
though the 1992 programme 
mafcas closer educational Hwin» 
vitally important 

The Gaesdonck has plenty to 
offer. Its oldest 1 bufldmgs dat- 
ing from a 15th century Augus- 
tine monastery, the school is 
set dose to the town of Goch in 
the Lower Rhine region about 
60 miles north-west of Dflssel- 
dort In previous years pupils 
needed their passports to fetch 
footballs kicked over the 
nearby border; as a result of 
relaxation of EC frontier rules, 
the balls can now be recovered 
from the Netherlands without 
formalities. 

financed by a Catholic foun- 
dation which In turn is 



Berthold Hfitten: the Gaesdonck school needs more pupUs 


hacked by the diocese of Mfins- 
tar - the Gaesdonck (meaning 
“goose hill”) is a unique insti- 
tution. The school started In 
1849 after the Church suc- 
ceeded in buying back the 
monastery from the state. Into 
whose hands it passed through 
nationalisation under Napo- 
leon hi 1802. It stopped func- 
tioning twice - in 1873, as a 
result of Bismarck’s anti-Cath- 
olic legislation under the 
so-called Knlturkampf and 
again in 1942, when it was 
turned into a military hospital 

By the mid of the war, the 
buildings were almost com- 
pletely destroyed by stray 
bombs dropped during the 
RAFa flight-path to the Ruhr. 
Today the school has 340 
boarders aged 11 to 18 years 
old - aQ boys - wen down 
from 560 in previous years. 
With a mmpinnwwt of so teach- 
ers, the school is now over-staf- 
fed - but the pupils cannot 
complain of lack of attention. 
The fees are relatively tow - 
DM560 a month tor the older 
boys, DM450 for the younger. 

The reduction in numbers is 
ax pigjned by the gener al ten tn 
the German birth rate, as well 
as by a drop in popularity of 
boarding schools. Unlike In 
Britain, private schools in Ger- 
many generally carry less pres- 
tige man those run by the 
state. 

There are prayers three 
tteiM a week and the core of 
the teaching staff comprises 
nine nuns. 

The school has a particular 
reputation for foreign language 
theatre. It has a superbly- 
equipped theatre with 700 
seats, and during the coming 
winter season it Is drawing on 
the talents of touring groups 
from three countries: the New 
Triad Theatre Company from 


London, playing Macbeth; the 
American Drama Group (New 
York - Our Town); and the 
Theatre Marcadet (Paris - Le 
Petit Prince). 

The Gaesdonck runs its own 
farm (including a bakery prod- 
ucing 20 sorts of bread) and 
makes its own sausages. Meals 
are taken in a variety of baro- 
nial dining rooms. 

The school boasts a zoo 
breeding guanakos (the wild 
form of the domesticated 
Hama), donkeys, goats and var- 
ious types of fowl, and offers 
pupils sports ranging from sail- 
ing, hockey and tennis to judo, 
riding and gw imming - 

The library runs to 30,000 
volumes, terfndfog a large coir 
lection from fft* Middle Ages. 
Mr Hfitten’s pride and joy is 
the separate English library, 
set in a generously famished 
annexe which looks like a pol- 
ished drawing room of a 
stately home, and which has 
now gro w n to 4J90 books. The 
library's stock runs from a 1623 
edition of the works of Shake- 
speare and a 1791 Gibbon’s 
Decline and Fall at the Roman 
Empire to a copy of British 
government Documents on 
Foreign Policy and the writ- | 
logs of Tolkien, Rebecca West 
and C. S. Lewis. 

Most of the books have been 
acquired by Mr Hfitten over 10 
years, lama good bargainer 
- I have had a lot of luck,” he 
says. The collection symbolises 
the Gaesdonck’s aspirations as 
an educational bridge between 
Britain and Germany. Now all 
the school needs is a few more 
British pupils who want an 
unusual immersion - com- 
plete With donkeys and nima — 
into the varied ways of Ger- 
man life. 

David Marsh 


BUSINESS patronage of the arts In 
Germany is taking on ever-growing 
importance. Although precise figures 
are bard to come by, estimates range 
between DM250m and DMSSOm a year. 
Compared with public sector support 
r unning at around DMSbn a year, this 
is just enough to keep one or two opera 
houses going. But the subject of spon- 
sorship in the arts is very much on the 
public mind. Hardly a month goes by 
without some new book or article or 
con f erence on the subject 

Motives are always called Into ques- 
tion. Although some bigger corpora- 
tions are trying to move away from the 
niaarin image of Maecenas, the patron 
as a benevolent individual, others see 
this as part of the public function of the 
entrepreneur. In 1987 a survey among 
German companies involved in art 
patronage found that 74 per cent 
claimed “social responsibility” as the 
prime motive for their activities. 

This may be true, but there can be no 
doubt that their public support for the 
arts is closely tied up with new con- 
cepts in advertising, product promotion 
and corporate identity, ft comes as no 
surprise to learn, in a European Busi- 
ness School study of 1988, that patron- 
age money is drawn largely from the 
advertising and PR budgets. 


However, advertising consultants 
have begun to call for a' more cautious 
approach to art patronage. Companies 
are having to learn that, unlike in 
sports promotions, short-term effects 
materialise rarely, if ever. 

Insensitive handling of arts patron- 
age can actually reverberate against the 
sponsor. Such activities need carefal 
{Manning and should be integrated into 
the long-term strategy at a company, 

Urges a l«wling ni ten r HclTuy nmBmnfl tn 

its latest edition. Many people are 
beginning to reahse that sponsoring is 
just another form of advertising. 

Private and company-led involvement 
in the arts in Germany has taken on a 
significance out of proportion to the 
limited funds being invested. Ms Karla 
Fohrbeck, an expert in this field, has 
shown how a m ultiplicit y of initiatives, 
often backed by individuals with an 
intensely personal interest, creates a 
cultural scene of rich diversity (Renais- 
sance der Mfizene?, DuMont 1990). 
Funds can be employed, she says, more 
flexibly than those of the public purse, 
and personal relationships can blossom. 

She also notes how the art world has 
learnt to turn the self-interest of spon- 
sors to its own advantage, by allowing 
than ever-greater benefits in return for 
substantial grants. 


Perhaps the oldest form of business 
patronage of the arts in Germany is to 
provide a platform for such activities 
inuridA tike company. There have been 
much ar-HniTTiPd experiments such as 
artists' workshops on the premises, 
often with the active parti c ipatio n of 
employees. Others go farther and turn 
a whole factory into a sculpture park or 
mural display. 

The most provocative case is, of all 
places, the meat processing plant at 
Herten, originally founded by Karl Lud- 
wig SchweEsfurth and now absorbed - 
art, sausages and all — into the Nestld 
concern. Large companies such as 
Bayer, BASF and Siemens have long 
gone for the support of more traditional 
arts programmes for their employees. In 
some regions has grown into a sig- 
nificant cultural factor. 

Of the big car producers, many have 
a prominent “cultural” profile. The arts 
are used as a marketing tool which can 
turn local and regional prestige into 
national and international aralaim- In 

full-page advertisements, BMW. for 
example, manages to tie the word “cul- 
ture” (which in German signifies both 
artistic activity and civilised behaviour) 
not only to the arts festivals organised 
at its Bavarian assembly plants, but 
also to the new architecture of its head- 


quarters in Munich and to the stylish 
performance of its cars. 

Daimler-Benz in Stuttgart has now 
spread its wings to aerospace and other 
areas of high technology. It boasts an 
“integrated concept of cultural patron- 
age" on all areas of the arts. 

The banks, too, are discovering the 
potentials of art patronage in a big way. 
The Deutsche Bank Is now widely 
known for its comprehensive collection 
of German contemporary paintings 
even though access to them at the 
bank's two tower blocks in Frankfurt Is 
denied to all but employees and guests. 

A number of companies have discov- 
ered the awards system as a relatively 
Inexpensive means to tie the company 
name to a cultural Image and earn 
press coverage. Another interesting 
variant of arts patronage is by way of 
company foundations, which use the 
interest from a one-off capital invest- 
ment for cultural purposes. 

German-based companies of interna- 
tional significance can be expected to 
play an Increasing role in arts sponsor- 
ship abroad. However, given foreign 
worries about possible German domi- 
nance in Europe, prospective sponsors 
will have to tread carefully. 

Gllnter Kowa 


David Goodhart and Phillip Halliday look at predictions about supremacy in sport 

Marriage built on promises 


THE united Germany may 
shrink from superpower status 
in politics hut in sport it will 
have no such inhibition. In 
nthiaHra commentators predict 
that no country, except the US, 
wffl be able to stay in touch 
with Germany’s medal-winning 
potential 

In football the former West 
Germany is world champion 
and the addition of east Ger- 
many can hardly weaken it In 
rowing, on the other hand, uni- 
fication raises doubts. 

However, in athletics, the 
once mighty East German ath- 
letes, who towered over their 
West German colleagues in 
most events, have to learn to 
adapt to a new system which is 
bound to be disruptive in the 
short term. 

The east German athletes, a 
privileged dlite in the old 
regime, are training with their 
west German counterparts bat 
some of them are finding it 


difficult to fit into the gyg foTn 

Many have been separated 
from their old coaches, deemed 
too political to be taken on by 
the all-German athletics associ- 
ation, and all but the very best, 
such as the sprinter Katrln 
Krabbe. are finding it tough to 
get sponsors. The Bonn govern- 
ment is helping out with 
DMIOOm. 

Even in rfo* im pr term 
break-up of the extraordinary 
world of East German athlet- 
ics, which elevated a country 
of 17m people to the level of 
the US and the Soviet Union, 
may mean fewer superstars. So 
the aH-German Olympic team 
of 1992 may turn-out to be 
rather less than the sum of its 
two parts in 1988. 

In football East Germany 
slumbered in the 1980s after 
two famous victories against 
West Germany and in the 
Olympics in the 1970s. East 
German league football has 


collapsed this season, many of 
the best players have been 
bought by west German dubs 
and the crowds are down by 50 
per cent Only two east Ger- 
man sides are being allowed 
into west Germany's first Divi- 
sion and six into the Second 
Division. 

The future for the combined 
rowing teams is unclear. Row- 
ing Is one of the main sports in 
Germany, where cricket and 
rugby are not played. 

The separate countries have 
hail outstanding records since 
the 1960s. East Germany, for 
example, won seven titles out 
of 22 events in last year's world 
championships. But their suc- 
cesses were achieved with dif- 
ferent Bystems and sporting 
philosophies and it will be a 
difficult task to combine the 
rowing infrastructures. 

The east German set-up was 
state controlled through a net- 
work of some 200 professional 


coaches. The recruitment of 
young athletes, so Important to 
achieve international success, 
was controlled by the state. 

West Germany, on the other 
hand, relied on Its tradition of 
powerful chibs, likened to pri- 
vate navies, with their busi- 
ness backing. There was no 
monolithic organisation and 
the top coaches, often unpaid, 
tended to congregate around 
the big dubs. There was very 
little infrastructure for the 
recruitment of juniors. 

In both systems a common 
theme was the high drive for 
achievement, but this is no 
basis for a successful marriage. 
It is feared that youngsters in 
the east will turn to other 
things. More worrying. East 
German coaches are trying to 
find work in other countries as 
the infrastructure collapses 
through lack of (state) funding. 



Katrln Krabbe: one of the tew 
to find sponsorship 
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While you may still in the process 
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There are numerous daily newspapers in Germany - 
but only one concentrating on business and finance.' 


The unification of the two German 
ytntHB at a time when the whole of 
Europe is undergoing fu ndam ental 
change, means exciting new per- 
spectives For business. 

Imagination, organisational abili- 
, ties and long-tenn entrepreneurial 
thinking will be needed to master 
the social, political and economic 
challenges.- „ 

T.iicft no other medium Handels- 
blatt reflects the practical applica- 
L tion erf* the free market economy. It 
supplies urgently needed informa- 
' tion about mtematiopal markets, 
foreign trade partners, import and 


.export financing, modern manage- 
ment and cross border co-opera- 
tion. 

Handelsblatt - covers the world of 
business and finance. 

Daily features; 

economics and politics, the world 
economy, companies and markets, 
money and credit, stock exchange 
prices, commodity markets. 

Handelsblatt is Germany’s only 
national business and financial 
daily with 80% of its readers in the 
category: entrepreneurs, board 


members, managing directors, 
senior executives (source: LAE 88). 


Brian Howard / James Colquhoun, 
Thavies Inn House, 

3-4 Holborn Circus, 

London ECIN 2HB, 

Tfel.: (071)3533715/6, 

Fax:(071)3535425 

or 

Bob Breen, 

International Ad Director, 
Handelsblatt GmbH, 

Kasemenstr. 67, D-4000 Dfisseldorf, 
Tel: (0211) 887-1331 


► ► ► your money in Hamburg already 

speaks German fluently. 

Because you will know that the Hamburgische Landesbank - with 
Branches in London and Hong Kong - will open the gates to the 
German market for you. Being a well-known all-purpose bank based 
in the trade metropolis of Hamburg, we have superb contacts and 
extensive experience in the economic region of Europe. Talk to us if 
you want a closer look at this market Our experts will be pleased to 
advise you. Hamburgische Landesbank. Your individual consultant 

5-7 Sl Heron's Place. London EC3A GAU ■ ToL 6 8S 76 33. Fax 2 56 57 70 
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The troop withdrawals will provide economic shocks for many German towns 


POLITICS 


’tP': 


Peace dividends can be expensive Divided over unity 


, AFTER 45 years of preparation 
and sometimes noisy sabre-rat- 
> tling in central Europe, the 
'^troops are beading home, 
i While the generals in Nato and 

- -the Warsaw Pact prepared for 
K the worst, the whole frame- 
. work around them fhang^H fop 
i r the better. 

The US has about £>0,000 of 
.the total of 400,000 allied troops 
still stationed in Germany. So 
,'^Ear, some 150400 allied troops 
" are to be pulled out of western 
. ; Germany, with the US sending 
, '^0,000 soldiers and 10400 air* 
.'‘-men home in the next year. 
* Some 60,000 US troops are to 
. leave by 1997. 

” The pull-out, says Mr Dick 

- Cheney, US defence secretary, 
is the response "to changing 

_ security requirements and 
declining defence budgets.” 

1 And with the way things look 
in the US Congress, the latter 
■ could shrink even more than 
,■ Mr Cheney planned. 

- The Soviet Union also plans 
to get out of east Germany - a 

. * move encouraged by DMlsbn 
<, of West German aid. including 
a DM3bn credit Back on the 
front line of what was mice the 
Cold War, Soviet troops are 
-.■said to be offering their rifles 
„,for sale to east German civil- 
‘ 1 Ians In exchange for D-Marks. 

The military pull-out will 
„,also result in economic shocks 
..for many towns In Germany. 

■ J An estimated DM12bn (E4bn) 
/'pours into the west German 
economy each year from US 

militar y cp gnHIng far cnns mnp - 

- tion, rents and services. That 
provides work directly and 
indirectly for almost 170,000 
Germans, says a US army 
, 'spokesman. 

„ . Peacetime armies tend to 
bring along their wives, ddl- 
J dren and pets. Used car lots In 
Kaiserslautern, known as 
- . "K-Town” to generations of 
GIs, display big signs reading 
—•"Easy Financing" and "Low 
.. Down Payment," hut Goman 
language signs may be in the 
"future. 

The smaller towns, such as 
- Bad Tolz in southern Bavaria, 
will suffer most once the local 
."barracks close. 

... The shops specialising in 


Foreign troops (ground and air forces) on German soil 
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cowboy boots, jean jackets and 
ornate beer mugs might want 
to start thinking about a new 
clientele. 

If the American troop pull- 

Some 150,000 
allied troops are to 
be pulled out of 
western Germany 

out will hurt some, most Ger- 
man politicians see it as an 
opportunity to acquire new 
land for housing and parks in 
the heart of same nitwa. But 
the Hesse state government is 
still pressing Chancellor Hel- 
mut Kohl to help get the US 
Army's V* Corps headquarters 
out of the heart of Frankfurt. 


The US command listed 95 
places to be closed in Ger- 
many, with another 14 to be 
cut back. 

That is the lion’s share of 
the total of 151 US bases to be 
closed or reduced In 10 coun- 
tries worldwide. 

While Mr Max Streibl, Bav- 
aria’s minister-president, wel- 
comed most Of the cloritwn — 
one-third of all the US troops 
leaving are in his southern- 
most state - he suggested that 
"considering the present politi- 
cal scene, this pull-out list 
can’t be the last word from 
Washington." 

While the plans call for a 
complete withdrawal from 
Munich, dosing the US army 
barracks and the popular 
Armed Forces Network station 
there, other locations have 


tried to preserve something for 
those US troops and officers 
not going home immediately. 

Several barracks in both 
Augsburg and Ffirth are to 

The smaller towns 
will suffer most 
once the local 
barracks dose 


dose, but the US decided to 
keep the golf courses and club- 
houses in each of the Bavarian 
cities. Obviously, some mili- 
tary planners see no sense in 
making Germany a hardship 
tour. 

There is a Catch-22 to all 
these plans. The troop pull- 
outs hinge on the successful 



condnston of an agreement on 
conventional forces in Europe 
by the end cf this year. 

But the Warsaw Pact Is still 
ha ggling among its suddenly 
more democratic members. 
The Nato-Warsaw Pact agree- 
ment lets each side keep 20400 
tanka in Europe. As of mfctOo- 
tober, the other five Warsaw 
Pact members strongly oppose 
letting the Soviets keep 18400 
of their pact’s tanks. "The 
Soviet Union will still have to 
reduce this level/ suggests a 
Czechoslovak disarmament 
ftffinial- 

With mTHtar y plannwa flght- 

ing among themsel ves about 
how many weapons to cut and 
which barracks to close, the 

tlmoft have dhanf pd faidwwd 

Donnie Phillip* 


THE YEAH of unity has 

coincided with an election year 

in Germany. That has made 
consensus between the math 
parties a rarity in spile of the. . 
fact that differences over unity 
have been of tone rather than 
substance. 

But with Chancellor Helmut" 
Kohl’s centre-right coalition 
poised to win a crushing vic- 
tory in the December 2 all-Ger- 
man election, an all-party con-, 
senses will soon become 
superfluous. It is only the 
struggling Social Democrats 
who folk about the need for a 
"grand coalition" of file main 
parties to deal with the unique 
challenge of integrating the 
former East Germany. 

That the centre-tight coali- 
tion of Christian Demo- 
carats/Christian Social Union ~ 
and Free Democrats would 
reap a "unity dividend” ■ 
seemed self-evident to some 
people when the unity process 
began in earnest 

The argument was simple: 
government’s tend to benefit 
from momentous events. as 
long as they manage them 
competently, and the conserva- 
tive parties of the centre-tight 
government would find the 
new national issue easier to 
than ♦ by suvHhT Demo- 
cratic opposition. So It has 
turned end, but only after a . 
long delayed reaction. At the 
turn of the year, when it was 
stffl not clear how quickly 
unity would come, the govern- 
ing coalition continued to Ian 
nuh in ttu polh and the pos- 
sibility of a redrgreen coalition 
in B onn remained real The 
SPD continued to win elections 
- in West Germany and seemed 
poised to emerge as the stron- 
gest party in toe newly demo- 
cratic East Germany. 

At that time Chancellor ~ 
Kohl’s refusal to call an-all 
party "round-table” to guide . 
the unity process seemed un- 
s tatesman-fifce. But tha-gamble 
has paid off, thanks to his 
almost faultless, albeit some- 
times brutal, management of 
unity. In November, he set the 
first signpost to unity with Ms 
20-point plan, which at the 
time put a few Allied noses out 
of joint, but now looks rather 
conservative, envisaging unity 
in the distant future. 

* According to one (dose 
adviser it was his visit to Kart 
Germany towards the end of 
December that persuaded him 
the country had given, up the 
will to live as an independent 
entity and that ewrirma break- ■ 
down could ensue largely , 
thanks to the continuing exo- 
dus of east German citizens - 
nnliwi fUU unity was pushed 1 
through quickly. " i 

In his boldest move, he' . 
decided, against the advice of > 
most economic experts, ‘to 
press for early monetary and ] 
economic union in February. j 
The Chancellor’s famous i 
pqpulist instincts, unlike those i 
of his challenger Mr Oskar 1 
Lafontaine, seemed to be work- < 
ing in East Germany. Critics 3 
complaine d th at he wa s print- ] 
ing a gloomy picture of col- 
lapse and was making prom: s 
lses of wealth and security to t 
east Germans that could not be t 
quickly fulfilled. a 

The critics were often right, e 
but in those early months of r 
1990 he - and the D-Mark - t 
had become toe symbol of hope 
for East Germany. He grasped v 
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the importance of keeping 

- attention focused on some new 
date to the immediate fixture - 
free RkrHma Trumft t flry imkm 
full union, all-German elec- 
tions - and he empathised 
-with lhe East . German yearn- 
ing to become first-class lathes' 
than second-class Germans. 

Chancellor Kohl was- 
re warded in East Germany's 
free elections to March when 
his . Christian Democrats 
emerge d as the largest, party 
and the SPD scored only 20 per 
cent. Meanwhile, West and 
East German politics were 
becoming tocreaatogly polar- 
ised. v 

The SPD were still ahead of 
the CDU/CSU in the West Ger- 
man phTlg arid ftwrii- m-itwrnmi of 
the government’s rush to unity 
was generally well received. In 
West Germany many people 
seemed more concerned with 
establishing an scofrdendly tax 
system, a large SPD concern, 
than paying to bail out East 

- G erman y 

' Whether they intended to or 
not the SPD appealed to an 
Tm alright Jack” feeling In 
West Germany which allowed 
Chancellor Kohl to claim the 
moral Mgbground. In spite of 
a healthy West Orman econ- 
omy. the 8PDF9 more qualified 
enthusiasm for unity went on 
winning than votes. They hfeld 
the states of Saarland and 
North Rhine-Westphalia and 
won -Lower Saxony, giving 
tham control of the Bundesrat, 
toe upper house Of pa ri famunt , 
in May. 

'. Thanks in part to tactical 
errors by Mr Lafontaine, who 
was too negative about unity 
long after most West Gomans 
had acce pted it as inevitable, 
the SPD began slipping in the 
opinion polls to Jhne. They are 
now only three or four points 
behind the CDU/CSU in west 
Germany but combined with 
their continuing weakness to 
east Germany there seems no 
way they -can ca t ch 19. The 
post-nationalist, pro-disarma- 
ment, Bed-Green politics of the 
SPD younger generation, per- 
sonified by Mr. Lafontaine, has 
been eclipsed by unity, and 
could remain so for up to 10 
years according to some ana- 


r W 
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- ton* Mr Lafontaine insists that 
early monetary union was a 
mistake - which ignores the 
i>iaas emigration from east Ger- 
many which had to be 
stemmed. -Few people, in Ger- 
many Mam« the Bonn govern- 
ment tor toe economic mess m 
east. Germany. The CDU’s 
imag e ns toe party of economic 
competence and na tional p ride 
is likely to keep it sup reme in 
the five east German states for 
a generation. 

The inheritance of the politt 
cal marfihne amd personnel of a 
“block" party from the old 
regime has helped the GDU in 
east Germany and the SPD*s 
attempt to paint it as a fellow- 
traveUer haa not worked. But 

it remains a moot p oint how 
far the east German wings of 
the main parties will help to 
shift their character. East Ger- 
many’s short-lived democratic 
political culture was rather 
homogenous based on a 
single Issue. It is widely 
assumed tout the absorption of 
the prqtestant east-CDU will 
encourage the liberal wing of 
the G erman GDU. 

The SPD may be p ulled the 
other way. The eastrSPD has 
been so keen to distinguish 
itself from the PDS, the new 
democratic socialist version of 
the old Fast German Commu- 
nist Party, that its brand of 
social democracy is to the right 
cf the west Ge rman party. 

- The Greens, whoed west Ger- 
man wing has been tilting 
away from last year's new 
pragmatism, may be saved 
from oblivion by their associa- 
tion with the east German citi- 
zens groups that led the revo- 
lution. The liberal free 
democrats have benafitted 
from their merger with an east 
German block party. 

The Bavarian Christian 
Social Union was harmed by 
unification. It allied with toe 
insignificant German Social 
Union and its power is bound 
to wane to a larger Germany 
unless it emerges from its 
Bavarian lair and became an 
all-German party. There are 
few signs of that 

Other losers are the far-right 
Republicans who gave the 
wmid a fright by winning 7 per 
cent of the vote to the West 
Berlin election of January 1989. 
For most of this year they have 
been scoring less than 3 per 
cent to the polls, swept away 
by the excitements of unity, 
but the xenophobic attitudes of 
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St Aagldn Church In Erfurfa Wenfge markat square 


ERFURT is one of the historic towns 
in eastern Germany which, can be 
fairly certain of a great rediscovery 
and renaissance. The question is - 
how long will it take? 

It geem^ hardly tmagfaafr lg that tho 
people of Erfurt will be in a mood to 
cel eb rate in the next couple of years. 
The planned festivities in 1992 fbr the 
1200m anniversary of the city's foun- 
dation may well come too soon. Forty 
years of communism »r i fl isolation 
have left their depressing mark on the 
houses; the shops and the feces of the 
people who stm seem barely able to 
cope with the main problem: the sud- 
den arrival of western lifestyles. 

Whatever the short term problems, 
in the long term Erfurt has great 
chances. Its visual appeal stems from 
the Middle Ages, which c on tributed 
the soaring Hm« of the gothic cathe- . 
dral perched high on a bill, 
and contrasted hy the plainer shapes 
of the romanesque city church. 

The office of the mayor, Mr 
Manfred Rage, elected this summer, is 
besieged by prospective investors. He 
paints to the possible recovery of Thu- 
ringia’s traditional craft, textile and 
ceramics industries. Erfurt would 

off err tha Itbfl msrkat and local com- 
merce could flourish. “For every 
house In the town centre we have two 
or three people offering to buy, open 
shops or restaurants. The biggest 
obstacle, which we will have to over- 
come soon, is the unresolved problem 
of property ownership”. 

The mayor does his best to spread a 


Gunter Kowa considers Erfurt’s renaissance 

Historic town reborn 


message of optimism. He knows that 
his city may have a better starting 
position than many others in east 
Germany. But the coffers are empty, 
the task is enormous, most people 
worry about their jobs and their pen- 
sions. Erfurt's rise from the ashes can 
only' occur In the wider framework of 
the economic recovery of east Ger- 
many, for which the true bill has yet 
to be faced. 

Erfurt’s celebrated main thorough- 
fare, the Anger , winds its way in 
broad sweeps past wide open squares 
through the close-knit pattern of 
medieval streets. It is a reminder of 
the past importance of Erfurt as a 
trading centre where several nutfor 
European routes merged. One of these 
passed across a bridge ova: the River 
Gera, the Kr& m er br Ucke - the only 
bridge north of the Alps to preserve 
unbroken rows af shopfranted houses 
on both sides. 

The people of Erf ur t had a share in 
the revoltmanary events that led to 
the collapse erf the old regime. Mr 
Rnge commands the respect of the 
whole political spectrum now repre- 
sented in the town parliament. 

He is a member of the Christian 


Democrats, but in August last year, at 
great personal risk, he convened clan- 
destine opposition meetings. Erfurt 
also saw the first anti-Stasi riots when 
a crowd stormed the headquarters of 
the secret police, “well aware that 
someone might pull out a gun and 
shoot”, says the needy-appointed city 
hall press officer, who was among the 
rebels. 

Older citiwqpg " stm remember the 
day in 1970 when Mr Why Brandt, 
during his meeting with Mr Willi 
Stoph, the East German prime minis- 
ter. appeared at a front balcony of the 
Hotel Erfurter Hot Outside on the 
square a silent throng had gathered 
and erupted into a s pontaneo us cheer, 
despite heavy police vigilance. 

Mr Brandt tried the same gesture 
again during February's East German 
election campaign but was easily 
upstaged by Chancellor Kohl giving a 
speech nearby. 

Even before Erfurt's 1200 year cele- 
brations, another of its long lost lega- 
cies should be re-established and on 
Its way to success: the university, 
founded 600 years ago and closed 
since 1612. Unlike most other eastern 
German institutions of higher learn- 


ing, it Is untouched by the burden of 
40 years of party indoctrination and 
will instead link up to an almost 
mythical past, for Erfurt University 
was one of the centres of Ren a iss an ce 
humanism in Germany. 

A painting in the tffeimasa of the 
town bail shows the incident in 
the 16th century when Dr Faustus is 
said to have lectured students on 
Greek mythology and to have con- 
jured up the spectre of the homfcric 
giant Cyclops in front of his petrified 
audience. 

Today, Erfurt’s architectural heri- 
tage lies semi-derelict, looking shabby 
and spent, apart from a few alibi 
objects which were given face-lifts to 
demonstrate an otherwise non-exis- 
tent rev e r ence of tha communist state 
for the past The director at the local 
Historic Buildings Department pulls 
out a yellowed typescript “This list of 
about 300 historic bufidmgs was given 
the official stamp of approval; mean- 
while we had to keep our mouths shut 
about a more realistic earlier docu- 
ment which numbered over 1,200 
objects.” 

To save Renaissance facades, tim- 
ber-framed structures, picturesque 


courtyards and unbroken rows of 
gabled houses from the collapse 
which imminent, building con- 

servationists enter a race against 
time. Decades of neglect, caused not 
least uneconomic rents, cannot be 
reversed overnight What many fear 
is the new threat of western-style 
speculation. Erfurt has already bad a 
foretaste, when officials discovered 
too late that a developer had propped 
up the facade of a timber-framed 
house while demolishing everything 
behind. 

Not that Erfurt's architectural heri- 
tage did not attract generous fiwanrial 
and material support from the west 
The West German states erf Hesse and 
Rhlneland-Palatinate, the City of 
Mainz (whose archbishop governed 
Erfurt in the witdflifr ages) a num- 
ber of private institutions and archi- 
tects^ have opened offices, started to 
train local craftsmen and building 
contractors and are helping to rescue 
some of the most badly deteriorated 
buildings by fixing roofs, windows 
and doors. 

But that is a far cry from the con- 
certed intervention which will be nec- 
essary to restore Erfurt to its former 
glory. Much attention has focused an 
the St Andrew’s quarter, an appealing 
patchwork of modest 19th century 
craftsmen's dwellings long earmarked 
for road clearance. Lack of funds led 
to a piecemeal destruction, and it will 
now require a sensitive and costly 
combination of restoration and recon- 
struction. 


Hamburg has beerr given an extra lift, writes Andrew Fisher 

Port city eyes the future 

companies are already in Ham- 



Alan Harpar 

Hamburg will benefit from the loss of Roetocfc’a status as the main East German port 


IT SEEMS hard to imagine 
now that Germany is miffed, 
but Hamburg, one of the coon-' 
try's most prosperous and ele- 
gant cities, used to be a mere 
30 miles from the old border 
with East Germany. For 40 
years, the port city was cut off 
from what is now the new east- 
ern state of Mecklenburg; its 
traditional Mnferiawi was hid- 
den behind -the Iron Curtain. 

With 1.6m people, Hamburg 
is Germany’s second biggest 
city (after Berlin) and ranks 
with' Munich as . one of the 
most attractive. Politicians and 
businessmen have high hopes 
that events in Europe will give 
-Hamburg an extra lift.' '"Ham- 
burg has been put bade in the 
centre of northern Europe”, 
Mr 'Hems Jakob Kruse, 
executive- of the Hapag- 
Lloyd shipping and travel com- 
pany. After- several years in 
which the city has swept away 
much of its bid heavy industry 
and striven to attract new 
technology and service compa- 


nies in the 1980s, the opening 
of the border to the east could 
hardly have come at a more 
opportune time. 

Not that it suffered through 
being so close to one of eastern 
Europe's most rigidly commu- 
nist states. With its lakes, 
some Impressive shopping cen- 
tres, and residential areas 
which reek of wealth, Ham- 
burg is an P vl- rwnaTy plwnwnt 
place in which to live, though 
£t alan contains the garish Ree- 
perbahn red light district. The 
city has a thriving port, is 
home to a host of banks and 
insurance companies, and has 
developed as an advertising 
and media centre, with best- 
selling weeklies like Dot Spie- 
gel and Stern magazines, and 
the heavyweight Die Zett, pub- 
lished In the city. 

All of this makBH Hamburg a 
promoter’s delight, with 
cliches in abundance. Media 
Metropolis, Gateway to the 
World, Turntable of Europe - 
the city has adopted all of 


these. Now that the harriers 
are do wn an d eastern Euro- 
pean countries are struggling 
to adapt to the free market, 
some of tham roll more easily 
off the tongue. “We called our- 
selves the Gateway to eastern 
Europe”, adds Mr Kruse. “Now, 
we really are.” 

Of course, Hamburg is not 
the only pjare which stands to 
benefit from unification. B erlin 
could act as a magnet for 
financial, media, and service 
activities, drawing some of 
these away from Hamburg. 
“Some new investments in the 
financial sector COUld go to 
Berlin”, reckons Mr Ulrich 
Stipke', chief economist of 
Hamburg's Vereins- und West- 
bank. “Berlin could fekp on the 
function (rf a re gional financial 
centre for north Germany.” 

That, however, would still 
leave Hamburg with plenty of 
opportunities. “The dty will 
get back its old function as a 
bridge to overseas markets”, 
says Mr Stipke. Many foreign 


mug because of its port facili- 
ties and trading services, 
enabling them to import and 
assemble goods fbr distribution 
in Europe. Moreover, the port 
will benefit from the loss (rf 
Rostock's status as the main 
East German port. 

Although Hamburg stiff haa 
a near ip per cent unemploy- 
ment rate, it has largely 
shrugged off its former self im- 
age as a problem dty, believes 
Mr Helmut Korner, head of the 
economic policy division of 
Hamburg’s economic and 
transport department. The 
changes in eastern Europe 
come as “a real gust from 
behind" to liven up the econ- 
omy. 

As the jobless level shows, 
Hamburg still haw its difficul- 
ties. But these have been 
sharply reduced by its move 
from heavy dependence on 
shipbuilding, oil refining, and 
food processing to newer sec- 
tors like electronics, aerospace. 


and cnmwmnicatinnw- H am b u rg 

will certainly need a big 
improvement in transport 
links, within the city and to 
the east, especially RarHn. its 
airport is already being 
extended. The opening of the 
border with the east is likely to 
speed up some erf Hamburg's 
infrastructural projects, says 
Mr Glamor Mittdbach, a direc- 
tor -of the -city’s -economic 
department. “There is now 
pressure for faster action.” 


In the last few years, Ham- 
burg’s economy has grown at a 
similar rate to the rest of West 
Germany. Now, it could 
expand faster than the rest of 
the country, although econo- 
mists are divided as to the 
strength of the impulses it will 
derive from the opening up of 
the east Certainly, many Ham- 
burg companies and traders 
have benefited from the new 
demand from long deprived 
consumers across the bid bor- 


der. Food mid drink firms have 
rimm especially welL 
“The markets in eastern 
Europe need everything - 
infra s tru ctur e, capital goods, 
consumer goods industries”, 
says Mr Clans MfUler, general 
manager of Hamburg’s eco- 
nomic promotion office. But fbr 
tiie international concerns in a 
position to provide these, he 
asserts that -Hamburg is a bet- 
ter base than, say Leningrad or 
Moscow. “What we are saying 


to companies In Japan, the US, 
France, Taiwan and elsewhere 
is ‘come to Hamburg and build 
up manag ement bases to pre- 
pare for the next 10 years in 
eastern Europe'." At present, 
he estimates, there is nearly 
DM20bn worth of office pro- 
jects under construction or in 
the planning stage In the city. 
Some are strikingly modem, 
with British, American and 
other Investors heavily 
involved. Around 360 non-Ger- 
man «wnpante« have set up in 
the last four years in Hamburg, 
where direct foreign invest- 
ment totals DMlSbn. The pro- 
portion of service activities in 
the city's economy exceeds 70 
per cent, far higher than the 
national average. 

But while prospects look 
rosy, there could be a darker 
side. Ntnme knows how long It 
will take fbr the east German 
economy to recover. A heavy 
outflow of discontented citi- 
zens from the east could 
swamp Hamburg. “The econ- 
omy of Mist Germany has to be 
made to work, or the mixture 
will become explosive”, says 
Mr Eckart van Hooven, a direc- 
tor (rf Deutsche Bank. If the 
costly effort is successful, he 
foresees Hamburg as th*» start 
of a Baltic region, stretching 
through Helrinki to Leningrad. 
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